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Lesson for today: Conservation 


Whole hillsides and meadows glow 
with glorious color each spring in the 
West. And for more than a genera- 
tion, Western youngsters (and adults, 
too) have found extra enjoyment in 
the sight through information con- 
tained in Richfield Wild Flower 
Books. By promoting appreciation of 
wild flowers, these free books annu- 
ally help to educate youngsters in the 
value of conserving our scenic areas. 

Motorists by the millions have 
come to Richfield service stations for 
the books. And Richfield’s free 


packets of wild flower seeds have 
been the start of thousands of color- 
ful backyard gardens. 

Through public-service programs 
like these, Richfield encourages con- 
servation of all our natural resources 
— forests and grasslands, water and 
wild life, oil and minerals. 

Modern conservation methods 
also govern Richfield’s petroleum 
production and refining. We know 
that in the long run the most efficient 
use of natural resources best serves 
us, our region and the nation. 


RICHFIELD 


OIL CORPORATION 


LOS ANGELES, CALIFORNIA 





THE FAR WEST—l/and of dynamic 
industrial and population growth— 
where Richfield vision and research 
produce a wide variety of 


years-ahead petroleum products. 
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GIANT BELL SYSTEM ANTENNA for catching and amplifying signals from satellite will be 177 feet long and about as high as an 8-story building. 


Bell System Is Far Advanced on Satellite to Extend 


Microwave Communications across the Seas 


Microwave system overseas via 
satellites is a natural extension 
of today’s nationwide telephone 
and TV networks. 


The Bell System is ready right now 
to move fast on a communication sys- 
tem using satellites in outer space. 


We've already made telephone calls 
from coast to coast by bouncing radio 
signals off NASA’s Echo I satellite. 


We're well along on designing and 
building an experimental active satel- 
lite and are prepared to pay for the 
launching and for transmission facili- 
ties on the ground. 


Our aim is to create more high-qual- 
ity voice channels, and, ultimately, 
global television channels. We would 
connect our U.S. communication net- 
work with those of other countries and 
provide international overseas service. 

There’s one thing we'd like to make 
completely clear. 


The Bell System is not seeking a 
monopoly of space communications 

There would be all kinds of oppor 
tunity for the producers of electronic 
gear and other products because of the 
need to purchase many parts of the 
system from these producers 

We believe that the Bell System’s 
proposals offer the best means to serve 
the public’s interest in a broader com- 
munication network for tomorrow. We 
believe, also, that they offer the best 
means to get a working system “in 
being” in the shortest possible time. 


BELL TELEPHONE SYSTEM (A) 








MAY 10957 


FIRST successful firing of 
an intermediate range 
ballistic missile 
JUPT 


TER 


IT successful firing of 
a large ballistic missile . . . 
REDSTONE 


Chrysler Corporation extends congratulations 
to all the people who cooperated in the first U.S. 
manned space flight and in particular, astronaut 
Navy Commander Alan B. Shepard, Jr. 

This flight was boosted by the reliable Red- 
stone —a member of the first team of missiles in 
America’s conquest of space. 

This team has established an unequalled rec- 
ord fulfilling missions with reliability and ac- 
curacy. 

The record is no accident. It is the product of 
a philosophy of building on proven principles 
and hardware. The carry-over of experience 
from the phenomenally reliable Redstone is 
largely responsible for the equally impressive 
performance of Jupiter. This inherent integrity 
is transferred to the succeeding generations of 
missiles. 

There is something else behind this great 
record. Teamwork — a government-military- 
industry team working unselfishly in the best 


I czcce|mmmzo-v 


JANUARY 1958 


FIRST free world satellite .. . 
Explorer I launched 
successfully at first attempt 
and still orbiti: ‘ 
JUPITER “C” 


MARCH 1959 
FIRST free world solar satellite 
.-» Pioneer IV first U.S 
payload projected to perma- 
nent —- from earth 

JNO Il 


interests of the country. 

Redstone is operational with U. S. Army 
forces. Jupiter is deployed by the Air Force. 
Redstone, Jupiter, Jupiter “‘C’’ and Juno II 
have served the missions of the Department 
of Defense and the National Aeronautics and 
Space Administration. 

Chrysler Corporation is proud to have been 
a member of this most successful team since 
1952. As prime contractor for the Redstone and 
Jupiter systems, we have worked closely with 
military and government scientists in taking 
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MAY 1959 


FIRST successful space First U.S. manned space 
travel and safe return of flight — project Mercury 
Primates Able and Baker r oom —boosted by 
— JUPITER REDSTONE 


MAY 5, 1961 


these missiles from initial concept to the launch- 
ing pad and beyond. Broad Chrysler 
Corporation capability and experience in re- 
search, development, engineering, production 
and logistic support is supplemented by Chrysler 
operation of the Michigan Ordnance Missile 
Plant. 

Today these missiles mean military strength 
to keep the peace. They are also the key to the 
door of a vastly expanded new world of knowl- 
edge which will contribute much to peace and 
a better way of life. 


Chrysler Corporation 


PLYMOUTH * VALIANT * DODGE * DART * LANCER * CHRYSLER * IMPERIAL * DODGE TRUCKS * MOPAR 
REDSTONE * JUPITER * AIRTEMP * AMPLEX * CYCLEWELD * MARINE AND INDUSTRIAL ENGINES 


This public information advertisement is paid for by Chrysler Corporation 
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SIDE LINES 


Our Emma 


Two DAYS AGO, a modest russet- 
haired woman stepped up to a 
dais at Washington’s Sheraton- 
Park Hotel to the applause of 
America’s entire advertising in- 
dustry. She was Emma E.W. Stock, 
summoned there to be acclaimed 
by the nation’s largest association 
of advertising 
people, the 50,- 
000-member Ad- 
vertising Feder- 
ation of America, 
as Advertising 
Woman of the 
Year. 

Emma __ Stock 
thus became the 
first woman rep- 
resentative of a 
magazine ever 
to receive this 
much - coveted 
award for “dis- 
tinguished serv- 
ice to the adver- 
tising industry.” 

Proud Moment. 
It was a proud moment for her, 
and an equally proud moment for 
all of us here at Forses. A dis- 
tinguished ornament of her pro- 
fession, she is also a veteran and 
beloved associate of ours at Forbes 
Inc., where she is Director of Sales 
Promotion, with 34 years service. 

A pioneer among advertising 
women, Emma Stock has made her 
way in a man’s world, is still today 
the only woman to serve as an ad- 
vertising representative of an ex- 
ecutive publication in the business 
and finance field. But she is more 
than just a good businesswoman. 
She is also a tireless and selfless 
member of her profession, with un- 
stinting dedication to the welfare 
of the advertising industry. 

Emma’s manifold activities, con- 
tributing to the growth and de- 
velopment of the advertising pro- 
fession, have long made her a nota- 
ble figure far beyond the doors of 
our offices at 70 Fifth Avenue. A 
former member of the Board of 
Directors of the New York Finan- 
cial Advertisers, she long ago also 
made a real name for herself as a 
workhorse member of the 1951 Na- 
tional Convention of the Associa- 
tion of Industrial Advertising. For 
her tireless activities in behalf of 


EMMA STOCK 
“Advertising Woman of the Year” 


her industry, she was honored with 
an honorary membership in Gamma 
Alpha Chi (Fordham Chapter), the 
national advertising fraternity. 

Honors are not new to Emma 
Stock. A familiar figure in the 
working councils of the 560-mem- 
ber club of Advertising Women of 
New York, she 
served two dis- 
tinguished terms 
of office as presi- 
dent of AWNY., 
the top wom- 
en’s professional 
group in the 
capital of Amer- 
ica’s advertising 
industry, from 
1958-60. Over and 
above the load 
of administrative 
work that this 
arduous job en- 
tailed, Emma 
Stock spark- 
plugged an in- 
tensive drive to 
recruit more young women to ca- 
reers in the advertising industry, 
a program which is still continuing 
For this imaginative recruiting ef- 
fort, which included career confer- 
ences for college students, AWNY, 
during Emma’s first term as its 
president, won the Advertising 
Federation's first award for educa- 
tion. 

Earnest Gospel. Advertising and 
education are two things that go to- 
gether in Emma Stock’s life. “It is 
a firm conviction of mine,” she says, 
“that if you have had the benefits 
of a higher education and a satisfy- 
ing career, you have a responsi- 
bility towards others who are start- 
ing out on their careers, to help 
and encourage them.” An ardent 
Cornell alumna, Emma Stock is an 
active member of the Alumni 
Council of the University, a past- 
president of the Cornell Women’s 
Club, and an associate member of 
that traditional male preserve, the 
Cornell Club. 

To these academic precincts, and 
to others on frequent speaking as- 
signments, Emma Stock carries an 
earnest gospel: the satisfactions of 
a career in advertising. As she puts 
it: “It’s a wonderful life.” 

Say we: “A wonderful woman.’ 
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Which 
Nationalfiease 


plan fits 
your 
trucking 


needs? 


* THE CHANGE-OVER PLAN 

We take over all of your present truck 
and maintenance problems, help you 
reorganize your truck facilities and per- 
sonnel. We supply you with new vehicles, 
engineered and painted to your exact 
requirements, or will buy and recondi- 
tion your present fleet. 

* THE ADD-A-TRUCK PLAN 

As your business expands, don’t use vital 
capital for more trucks, lease new ones 
as needed 

* THE TRUCK RETIREMENT PLAN 

As each truck in your fleet needs replace- 
ment, instead of buying a new one, lease 
it. In a few years all your vehicles are 
leased 

* THE PILOT PLAN 

Instead of switching from ownership to 
leasing in all locations, select one loca- 
tion (or division) for a “pilot’’ operation 
using full-service leased trucks, compar- 
ing costs and headaches with trucks 
which you still own and maintain. 


Lease a new CHEVROLET or other fine truck. 
No investment, no upkeep, no headaches 


LEASE FOR PROFIT—NATIONALEASE ful! 
service truckleasing supplies everything 
but the driver. Licensed, insured trucks, en- 
gineered and painted to your needs, gar- 
aged and expertly maintained. ONE in- 
voice, NO worries. Devote your full time 
ALL your capital to’ your own business! 


National know-how; local 
controls—write for literature. 


NATIONAL TRUCK 
LEASING SYSTEM 


Serving Principal Cities 
in the U.S. and Canada 


23 E. Jackson Bivd., Suite R-6 Chicago, Ill. 

















TRENDS & TANGENTS 


Volkswagen’s newly issued shares 
were briskly traded in the U.S. last 
month as American Depositary Re- 
ceipts became available. Meanwhile, 
VW shares soared to $250 on the 
Frankfurt Stock Exchange, roughly 
triple the $87.50 offering price of last 
March. 

. * ” 

A&P’s fiscal 1961 results are the trim- 
mest of any giant food chain, and seem 
likely to remain so. While rivals’ profit 
margins got thinner, A&P’s expanded 
to 1.1% (from 1.03% in fiscal 1960)— 
as well as the company has done in 
a decade. Earnings rose 13°, (to $2.57 
a share) on a 4% pickup in sales (to 
$5.2 billion), both new highs. One big 
reason: an absence of costly trading 
stamp promotions, which President 
Ralph Burger calls the “something- 
for-nothing philosophy.” 

+ * ” 

Scott Paper Co.’s $20 million diversi- 
fication into “cultural” papers (light- 
weight and offset printing papers) is 
calculated to get the company into 
the fastest growing segment of the 
paper industry. Most profitable of 
the paper companies per sales dollar, 
Scott is obviously now reaching for 
bigger sales. 

e o + 

Japanese steelmakers continue to 
move up in world production, may 
oust Great Britain from fourth place 
behind U.S., Russia and West Ger- 
many. The Japanese see a 20° pick- 
up in steel output this year (to 27.5 
million metric tons), and in the early 
months of 1961 have run only slightly 
below Britain, which produced 24.6 
million metric tons last year. 

* ° ° 

Woolworth intends to diversify into 
the burgeoning discount house busi- 
ness, announced President Robert C. 
Kirkwood last month, plans “the big- 
gest discount house this country will 
ever see.” However, with existing dis- 
count operations already well en- 
trenched across the U.S., Woolworth 
faces rough (and experienced) com- 
petition. 

* e eo 

Margin rates headed upward again? 
The New York Stock Exchange dis- 
closed that total stock market credit 
(loans for the purchase of securities 


| other than governments) rose to $5.2 


billion in April, the first time in more 


| than 20 years that credit had topped 


the $5 billion mark. Some Streeters 


| fear that the Federal Reserve Board 


might soon put the brake on credit 
expansion by boosting margin re- 
quirements from the current 70% 


back up to the 90°; which prevailed 
till last July. 
. » * 

Auto club and travel service will be 
the first new Sears “service” enter- 
prise to be set up in line with last fall’s 
announcement by Chairman Charles 
H. Kellstadt. Membership will cost 
$12.50, vs. a $15-$17.50 average among 
member clubs of the American Auto- 
mobile Assn. The new club, to be 
named Allstate Motor Club, will be 
run by a former employee of AAA’s 
International Travel Department. 

* * . 

Bertin C. Gamble, of Gamble-Skog- 
mo Stores, emerged last month as the 
mystery man behind the takeover bid 
for General Outdoor Advertising. For- 
tified with some $45 million cash from 
his government-induced sale of a 
controlling interest in Western Auto 
Stores, Gamble asked for tenders of 
roughly 40°. of GOU’s common at a 
price of $40 a share (vs. a previous 
price around $30). GOU manage- 
ment denounced the Gamble offer, 
proclaimed it would resist. 

e ° ° 

Bank embezzlers had a banner year 
in 1960, says the American Bankers 
Association. There were 111 above- 
$10,000 losses reported, totaling more 
than $10 million, up 15°. over the 1959 
total. Total losses from bank holdups 
and burglaries have also been rising 
of late, although the number of jobs 
pulled has tended to decline. 

s * * 

Credit unions added 800,000 new 
members in the U.S. last year for a 
record total of 12 million, with credit 
union savings of $4.9 million. While 
this is less than 3% of U.S. personal 
savings, credit unions in Canada, 
where the movement had its start in 
1901, hold 13% of all such savings. 

° o * 

Profitless prosperity has hit the tran- 
sistor industry. In 1961’s first quarter, 
reports the Electronic Industries As- 
sociation, transistor makers delivered 
some 40.6 million units, vs. 30.2 million 
in the same period of 1960. But price- 
cutting held the value of shipments to 
only $200,000 more than last year’s 
and probably played hob with com- 
pany profits as well. 

* ° . 

Administration hopes for quick, quiet 
repeal of the “25°. gold reserve” re- 
quirement vanished in the face of big, 
vocal opposition. The House Finance 
Committee planned to hold routine 
hearings last month on proposed re- 
peal of the law. But so great was 
the number of people anxious to 
speak against repeal that political 
strategists have decided to postpone 
the hearings. 
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READERS SAY 


The Market's Judgment 


Sir: It is very difficult to see “The Cold 
Judgment” (“The Cold Judgment of the 
Market Place,” Forses, May 1) being ex- 
ercised in the market. . . . Wouldn't it 
have been better to speak of the “Bull 
Fever Judgment” which appears to be 
the only judgment now in vogue? 

—Van P. ENTWISTLE 
Sacramento, Calif. 


Sir: “Judgment?” “Delusion” would be 
a better term. How can Avon, earning 
$18 million, be “worth” as much as Ken- 
necott, earnings $77 million? 

—RONALD ROLFE 
Chicago, II. 


Leveraged Bonds 


Str: Reading 2nd Preferred is shown 
in your May 1 issue (“Leveraged Fixed 
Income Securities,’ Forses) as having 
earned 80% of its dividend in 1960... . 
However, Reading 2nd Preferred earned 
in 1960 only 4 cents a share, or a mere 2% 
of the full dividend. On this basis it 
would require quite a bit more than a 
relatively small improvement in 1961 to 
cover 100% of the dividend. 

—G. LAGUARDIA 
Santurce, Puerto Rico 


The ratio covered fixed charges and 
preferred dividends combined, not simply 
preferred dividends as stated—Eb. 


Life Insurance Stocks 


Sir: In the second column of your 
table (“What Recession?” Forses, Apr. 
15), under the heading of “profits,” you 
allocated the net gain from operations 
entirely to our [Bankers National] 
stockholders by inference when you 
showed it on a straight per-share basis. 

Actually, we are a mixed company, 
writing both participating and non-par- 
ticipating business. Our total net gain 
from operations must be allocated to the 
policyholders and stockholders according 
to their respective interests. 

—JoHN D. BRUNDAGE 

President, 

Bankers National Life Ins. Co. 
Montclair, N.J. 


Forses used a convenient measuring 
rod much javored by insurance analysts. 


-Epb 
Editorial Motto 


Str: The saying “With all thy get- 
ting get understanding” (Fact & Com- 
ment motto, Forses) has been a favorite 
of mine for years. I would like to know 
the source. 

—Mkrs. ARTHUR H. BLopGETT 
San Francisco, Calif. 


The quotation is from Proverbs 4:7: 
“Wisdom is the principal thing: therefore 
get wisdom: and with all thy getting get 
understanding” —Eb. 
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Power for the future in 


THE CENTER OF 


INDUSTRIAL AMERICA 





ais ateial 


W. H. Sammis Plant on the Ohio River is the newest of the 11 power plants in 


the Ohio Edison System. When completed in 1962, its four generating units will 


produce 692.000 kilowatts of electricity 


Highlights from the 1960 annual report of Ohio Edison Company and 


its subsidiary, Pennsylvania Power Company, on a cons 


Earnings per Common Share . . . . . . . . $ 
Operating Revenue. ee ae a 
Kilowatt-Hours of Electricity Sold 
Electric Customers Served 
Operating Expenses 
Provision for Taxes 9, an oat "ah 
Net Income, after Preferred Dividends 
Expenditures for Property Additions 
and Improvements. . . . 


New Generating Capacity Added During 
Year (kilowatts) 


For a copy of the annual report, write 
L. I. Wells, Secretary of the Company. 


Ohio Edison Co. 


General Offices * Akron 8, Ohio 


ylidated basis: 


2.14 
159,947,000 
8,752,515,000 
679,123 
79,960,000 
42,658,000 
27.369.000 


56.788.000 


173.000 





53 years of consumer acceptance... 


RICAN - MARIETTA 


O-Cedar Division 


Many of today’s most widely used household 
maintenance products were first made available 
to the nation’s homemakers by O-Cedar. 


The popularity of O-Cedar products reflects the 
effectiveness of carefully planned research, market- 
ing, home economics education and consistent 
consumer advertising. The favorable impact of well- 


PAINTS + CHEMICAL COATINGS - 


known quality, colorful packaging, and attractive 
displays in tens of thousands of retail outlets is 
motivating shoppers to purchase more O-Cedar 
products than ever before. 


American-Marietta’s O-Cedar Division maintains 
its leadership by constantly developing and intro- 
ducing new and improved products for easier living. 


SYNTHETIC RESINS 


ADHESIVES - SEALANTS + METALLURGICAL PRODUCTS 
PRINTING INKS - DYES - HOUSEHOLD PRODUCTS « LIME 
REFRACTORIES +» CONSTRUCTION MATERIALS + CEMENT 


American-Marietta 
Company 
Chicago 11, Illinois 


Progress through Research 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


RECOVERY & THE BASIC PROBLEMS 


Economic trends have a way of confounding the experts 
and the current vigorous upturn is no exception. Most 
pundits were looking for a gradual bottoming followed 
by a slow, hesitant rise. Instead, the key indicators have 
jumped smartly. The bellwether Federal Reserve Board 
production index of industrial production climbed 212 
points in April. This was an unusually large gain. It 
came on top of the same indicator’s one-half point rise in 
March and, though the figures are not yet out, apparently 
extended the rise by several more points in May. 

Three key industries led the pickup: construction, 
autos and steel. In April alone the construction industry 
added 200,000 workers to its payrolls—more than double 
the usual spring gain. Steel output, which limped into 
1961 at just 47.3°% of capacity, rose past the 70% mark and 
was still climbing as May ended. Auto and truck pro- 
duction for the month of May climbed well past the 
600,000 mark, after having sunk as low as 450,000 vehicles 
in February. Economists who predicted at best a $10-$15 
billion pickup by year-end over the first quarter’s $500- 
billion gross national product rate now look for as much 
as a $30 billion gain. 

Nevertheless, we would warn our readers against 
drawing too comforting conclusions from all this. The 
pickup is unquestionably encouraging: as recessions go 
this has been the mildest since World War II, producing 
a decline of just a shade over 
1°; in the GNP (the 1958 reces- 
sion was marked by a drop of 
3.89). But, though mild, this 
latest inventory recession came at 
a time when several basic eco- 
nomic factors were taking a nasty 
turn. 

Probably the most worrisome 
of these is unemployment. Al- 
though the recovery was three 
months old in May, unemploy- 
ment remained close to its post- 
war peak at almost 7% of the 
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Construction: leading the upturn 


civilian labor force. Why should this be so? Automation 
and mechanization are partly to blame. Another factor, 
of course, is the cost—and efficiency—consciousness that 
the recession forced on businessmen. 

These are unlikely to be temporary influences. Use of 
machines is going to grow—and rightly so. Yet the 
country cannot be called truly prosperous when one out 
of every 15 Americans is unable to find a job. This is a 
problem that recovery alone is unlikely to cure. 

Another major problem, a real headache for business- 
men, is the persistent long-range decline in profit mar- 
gins. In this issue (“Shrinking Profitability,” pages 20-21), 
the editors of Fores have taken a reading on this business 
barometer. Their conclusion: the decline in profit margins 
is a long-term phenomenon and not simply a product of 
the recession. In 1950 an average for the 50 largest in- 
dustrial companies showed after-tax profits of 10.2 cents 
on the sales dollar. By 1955 the average net profit’ 
margin was down to 8.8c. Last year it was only 7.3c 
Nor was the profits squeeze any respecter of size or im- 
portance. General Motors saw its net profit margin 
GE’s mar- 


So were 


decline from 11.lc to 9.6c and finally to 7.5c. 
gins were cut almost in half over the decade. 
RCA’s and International Harvester’s. Chrysler’s margins 
almost disappeared. 
The mere fact of economic recovery will not solve these 
serious problems of declining 
profitability and technological un- 
employment. They will probably 
be with us even in a $530-billion 
economy. Less severe, it is true, 
but still serious. That is why 
this magazine feels that the im- 
provement in the business indi- 
cators, however pleasing, is no 
Any- 
one is sadly deluded who thinks 


ground for complacency. 
major economic problems will 


solve themselves without any 


effort by business or government 








THE ALLIANCE FOR PROGRESS 


With President Kennedy’s_ recent 
call for a hemispheric “alianza para 
progreso” this country advances along 
a promising, but difficult, new road. 
Promising because our Government 
now proposes turning foreign aid into 
an instrument for badly-needed demo- 


cratic social reforms instead of using 


difficult because the new policy skirts uncomfortably 
close to telling other people how to run their society. 

In the last years of the Eisenhower Administration, 
Washington was engaged in a serious reappraisal of U.S. 
policies toward Latin America. The former President 
and Dick Nixon were both aware that the old, inherited 
policies had failed. The result was the “Act of Bogota” 
and a new philosophy of foreign aid. In March, Presi- 
dent Kennedy asked Congress for $500 million “as a first 
step” in implementing the program. It was an entirely 
new kind of aid. “We propose,” the President told the 
Latin American diplomatic corps at the time, “to com- 
plete the revolution of the Americas.” The aim, he said, 
was not merely to promote stability but “to satisfy the 
basic needs of the American people for homes, work, and 
land...” 

In the past the U.S. has financed specific Latin Ameri- 
can projects, generally insisting that they pay their way. 
The grants were made on bankers’ terms. The only 
reforms we insisted on were those that promoted sound 
money and balanced budgets. The new program will 
have far different criteria. “The money will be used,” 
the President said, “to combat illiteracy—improve the 
productivity and use of land—wipe out disease—attack 
archaic tax and land-tenure structures—provide educa- 
tional opportunities and offer a broad range of projects 
designed to make the benefits of increasing abundance 
available to all.” 

These are projects which, by their very nature, can- 
not be measured in profit & loss terms. In effect, the 
President has promised the Latins that if they will carry 
out democratic, economic and social reforms, Uncle Sam 
will pick up much of the check. That way the USS. 
hopes to encourage orderly progress and cut the ground 
from under Castro-type demagogues. 

This is a bold and hopeful program. But it is going to 
take tremendous amounts of tact and understanding on 
both sides to accomplish its brave aims. 
Social and economic justice is some- 
thing that most people believe in. The 
trouble comes in achieving it. Land 
reform and measures aimed at greater 
equality of opportunity in less devel- 
oped countries often hurt the same 
edueated and well-to-do people who 
are carrying them out. It was no acci- 
dent that the President, in dramatizing 
the plan to the Latin envoys, spoke 
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Venezuelan housing development 
rises above slums 





constantly of “revolution” and cited 
the words of Thomas Paine, that most 
radical of American Revolutionaries. 

But revolutions, even democratic 
ones, are painful. People get hurt. 
Vested interests are damaged. Cer- 
tainly, land reform in Latin America 
may harm the immediate interests of 
some U.S. companies and U‘S. citizens. 


Pres. Kennedy with Arturo Morales - Car- Furthermore, our role in the reforms 


ion, D , Asst. Seey. of } f ter- 
it for mere symptom therapy. But "°" wd yo my immed 


must be discreet—lest the reforms we 
favor suffer from the stigma of “foreign ideology.” 

Then there is the matter of timing. We shall have to 
encourage our friends to act with sufficient speed so that 
the masses can feel the pace of change. Yet they must 
not go so fast that centuries-old economic and social 
systems are torn down before something better can be 
built in their place. 

None of this is intended to argue against the philosophy 
of the proposed “alliance for progress.” Though difficult 
to apply, it represents a bold and imaginative concept. 
It is a concept that must be tried. In the past, Latin 
America was kept in relative peace at the price of stag- 
nation and apathy. Now, as the President said, the entire 
area is being swept by discontent—“the discontent of a 
people who know that abundance and the tools of prog- 
ress are at last within their reach.” Thus, the “alliance 
for progress” is not so much a noble experiment as it is 
a brave risk taken to head off impending disaster. 


x 


THE NUMBERS GAME 


For the second time this spring, New York Stock 
Exchange President Keith Funston has warned against 
the current tendency to play the numbers game with 
low-priced stocks and new issues. 

We all know that it is all but impossible to save fools 
from their folly. As the old Russian proverb says: Do 
not try to teach a fool; as well try to cure the dead. Why, 
then, should Mr. Funston and other responsible Wall 
Streeters waste their breath? For a very simple reason 
When the bubble bursts and thousands of people are hurt. 
it will not be enough for the financial community to say: 
“I told you so.” Justly or unjustly, “Wall Street” is going 
to get blamed. And the companies whose stocks are in- 
volved also may suffer. As Mr. Funston said: “Every 
company wants serious owners—not people who are buy- 
ing because a next-door neighbor passed on a vague tip 
from an uncertain source. 

Therefore, it is incumbent on brokers 
and everyone connected with financing 
to do all they can to check the specu- 
lative mania that has seen stocks of 
new companies come out at 2 and go 
to 5 or even 10 in a few weeks. Prob- 
ably no one can force people to read 
carefully the prospectus. But at least 
the financial community can make it 
harder for the fools to act like fools. 
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Excerpts: 


The year 1960 was one of the most eventful 
in the Company’s history. 

New highs were established for sales of 
gas and electricity, operating revenues, and 
net earnings. The rate of customer growth 
fell only slightly below that of the previous 
year. For the second successive year our 
sales of electricity exceeded those of any 
other operating electric utility in the 
country. 

Net earnings for the common stock 
established a new high, equivalent to $4.14 
a share compared with $3.70 in the previ- 
ous year. Part of this improvement re- 
sulted from colder weather in 1960 which 
substantially increased the demand for 
space heating. There was no change in the 
number of common shares outstanding. 


* * i 


In a year filled with a number of im- 
portant developments, perhaps the most 
notable was the receipt in August of the 
last governmental authorization required 
for construction of the Alberta-California 
project. This 1,400-mile, $300 million natu- 
ral gas pipeline is expected to be completed 
in late 1961. Construction began in October, 
climaxing a four-year effort by the Com- 
pany to obtain access to the natural gas 
reserves of Western Canada. The successful 
outcome is of great significance to the future 
growth of the California economy and to 
the long-range outlook for the Company. 


= 


Chairman of the Board 


Construction expenditures amounted to 
$173 million in 1960. These are expected to 
rise to approximately $230 million in 1961. 
The major portion of the increase will be 
attributable to expenditures for the Cali- 
fornia section of the Alberta-California 
project. 

* * * 


Once predominantly hydro in its electric 
resources, the Company now relies princi- 
pally on thermal sources of power. In the 
past year we placed in operation or com- 
menced construction on three different 
types of thermal generating facilities. At 
Pittsburg Power Plant we completed a 
330,000-kilowatt conventional steam unit 
which is twice the size of the largest units 
previously installed on our system. Like 
three of similar size that are under con- 
struction, this unit uses either oil or natu- 
ral gas for fuel. 

The Geysers Power Plant, which we also 
placed in operation in 1960, is America’s 
first electric power generating station uti- 
lizing natural steam from the earth. Al- 
though not of major size, it has attracted 
considerable attention as a possible fore- 
runner of other similar plants. 

Nuclear energy holds much promise as a 
future economic source of electric power. 
The Company has been extremely active 
in this field since 1951. Late in 1960 we 
received final approval from the Atomic 
Energy Commission to construct a 60,000- 


FOR THE BOARD OF DIRECTORS 


Work starts on 1400 mile pipe line to 
bring much-needed Canadian natural gas to 
Northern California. Project is scheduled 
for completion by the end of 1961. 
California section of the line 
is estimated to cost $58,000,000. 
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kilowatt nuclear unit at our steam plant 
near Eureka. Construction of this unit is 
now under way, to be completed in 1962. 
The power produced is expected to be- 
come competitive in cost with power from 
conventional sources in the Eureka area 
after about three years’ operation. We are 
continuing our studies looking to the con- 
struction of a large-scale nuclear plant in 
the San Francisco Bay area. 

Although relying increasingly on thermal 
power, we are continuing to construct 
hydro facilities. Additions to our hydro- 
electric generating capacity under con- 
struction include a 42,000-kilowatt plant 
on the Kings River which will be completed 
in 1962, and replacement of the old DeSabla 
and Stanislaus Powerhouses with modern 
plants which will increase their capacity by 
47,500 kilowatts. 


* * * 


The change in our National Administra- 
tion which occurred on January 20 is of 
great importance to all Americans. Un- 
doubtedly the new Administration’s major 
efforts must be directed toward maintain- 
ing our country’s position of world leader- 
ship and toward keeping us militarily 
strong as a deterrent to potential aggres- 
sors. Neither of these objectives can be 
assured, however, unless we maintain a 
strong economy at home. Essential to a 
strong domestic economy is a progressive 
and financially strong utility industry. 


Wb 


President 


PACIFIC GAS and ELECTRIC COMPANY 


245 MARKET STREET, SAN FRANCISCO 6G, CALIFORNIA 


For added information on this essential company write K. C. Christensen, Vice President and Treasurer, 245 Market St., San Francisco 6, for P.G. & E's 1960 Annual Report. 
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An Ohio Oil geologist came across the 
above adage recently in Libya, North 
Africa. He sent it along to the home 
office in Findlay because it struck him 
as a pretty concise statement of Ohio 
Oil's philosophy. 


“Traveling diligently’’ along carefully 
planned paths, the Company has 
come a long way in recent years. 
Impressive strides have been made in 
production, transportation, refining, 
and marketing. Exploration has 
become world-wide. Research is 
advancing on several promising fronts. 


THE OHIO OIL COMPANY Findlay, ohio 
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‘‘He who travels diligently along his path 
reaches his destination.”’— Ancient Arabic proverb 


HIGHLIGHTS OF THE THREE MONTHS ENDED MARCH 31 


Total Revenues 
Net Income 
Net Income per Share 


Dividends Declared: 
Cash—per Share 
Common Stock 


Capital Expenditures . . 
Exploration Expense 


1961 1960 
$91,221,000 $92,054,000 
$10,493,000 $10,279,000 

$.75 $.74 


$.40 $.40 

2% eas 
$9,844,000 $11,140,000 
$6,070,000 $6,387,000 





Shares of Common Stock Outstand- 
ing (Excluding Shares in Treasury: 


1961—73,761; 1960—83,400). 


Net Crude Oil and Natural Gas 
Liquids Produced—Barrels . . 


Crude Oil Refined—Barrels 


13,927,414 13,917,775 


10,771,000 
8,923,000 


9,889,000 
9,067,000 


On May 2, 1961, the Board of Directors declared a dividend of 40 cents per share payable 
June 10, 1961, to shareholders of record May 19, 1961. 


Marketers of MARATHON products 
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METAMORPHOSIS AT HERCULES 


At a time when most chemical companies’ 
earnings have declined, Hercules Powder’s 


new fiscal formula has put it in 


the 


front line of the industry’s profitmakers. 


Time was when chief executives of 
fledgling Hercules Powder Co.* would 
sit behind their desks and gaze across 
Wilmington’s (Del.) narrow Market 
Street at the lighted windows on, the 
ninth floor of the Hotel du Pont where 
E.I. du Pont de Nemours’ president 
has his office. As the Hercules brass 
watched the shadows flitting across 
the window, they often pondered on 
the secret alchemy from which that 
giant chemical wizard brewed its vast 
and continuing success. 

Tables Turned. Metaphorically, at 
least, these roles have been all but 
reversed of late. For in less than a 
decade, Hercules has brewed a for- 
mula for success of its own that is 
something of a wonder in the chemi- 
cal trade. As a result, once profit- 
poor Hercules has been carried along 
on a tide of rising earnings at the very 
time that mighty du Pont and the 
rest of the industry have been faced 
with the profit-depressing rigors of 
chronic overcapacity (see chart). 

Remarkable as it was in itself, Her- 
cules’ progress is all the more so in 
the context of the adverse current of 
the times. Between 1956 and 1960, 
the average net profit margin of the 
chemical industry declined from 8.1 
cents to 7.4c on the sales dollar. Yet 
in the same years, Hercules’ net mar- 
gin rose from 7.5c to 8.3c. 

A corporate offspring of du Pont, 
by way of the 1912 dissolution of the 
du Pont Powder Trust, until the early 
1950s Hercules remained cautiously 
apart in the backwaters of the chemi- 
cal industry, producing naval stores 


*Hercules Powder Co. Traded NYSE. Re- 
cent price: 94. Price range (1961): high, 98: 
low, 79. Dividend (1960): $1.30. Indicated 
1961 payout: $1.30. Earnings per share (1960) : 
$2.99. Total assets: $261.8 million. Ticker 
symbol: HPC. 
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(e.g., rosin, turpentine and pine oil) 
and cellulose (for use in explosives, 
paint and paper). 

At the time, the rest of the chemi- 
cal industry was agog with the un- 
plumbed possibilities of a whole host 
of promising new chemical oppor- 
tunities in revolutionary new plas- 
tics, synthetic fibers and petrochemi- 
cals. Monsanto was just then ganging 
up with American Viscose to form 
Chemstrand, which set out to chal- 
lenge du Pont’s supremacy in syn- 
thetic fibers. Union Carbide was al- 
ready dug deep into the booming 
polyethylene and viny] plastics mar- 
kets. Dow had pushed massively into 
polystyrene, and Aerojet-General was 
preparing for the coming upthrust in 
rocket propellants. But virtually un- 
touched by this rapidly developing 
technology, Hercules was standing 
pat with its traditional product lines. 

That Hercules stood aloof while op- 
portunity beckoned so alluringly was 
not because of any lack of where- 
withal. Between 1949 and 1953 there 
was some $20 million in cash lying 
idle in Hercules’ till. All that was 


lacking was will and nerve to grasp 
the opportunities everywhere at hand 
in what had become America’s fast- 
est growing business. It preferred the 
known and secure to the unknown 
and risky, contenting itself with the 
sure and predictable growth of its tra- 
ditional chemical lines. But that ob- 
viously had its drawback. For though 
Hercules’ sales rose 47° between 1949 
and 1953, its earnings increased hard- 
ly at all: a mere 6%. 

A radical wind of change blew in 
with the advent of ambitious Albert 
E. Forster as Hercules’ president in 
1953. Far from feeling that Hercules’ 
traditional markets were comfortably 
secure, Forster foresaw that they were 
becoming increasingly vulnerable to 
changing technology. What's more, 
the market for many of these old-line 
products such as chemical sizings for 
paper and naval stores was limited. 
In one of his principal products, rosin, 
a yellow chemical extracted from the 
aged stumps of southern pine trees, he 
discerned a very definite ceiling be- 
yond which it would be impossible to 
develop new uses. Observes Forster 
in retrospect: “We clearly needed a 
wider base for our operations.” 

It was this simple realization, more 
than anything else, which was to pro- 
duce the drastic corporate metamor- 
phosis Hercules was to undergo, and 
which has since given birth to a 
whole new group of important and 
profitable chemicals in the Hercules 
sales catalog. 
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Forster's strategy was both direct 
and effective. Instead of basing his 
plans for growth on Hercules’ tra- 
ditional raw materials, pine wood and 
cotton cellulose, he chose the indus- 
try’s fastest-growing raw materials, 
oil and gas. By 1957, at the cost of 
over $40 million in capital outlays, 
Hercules was producing a number of 
such oil-based organics as phenol, 
methanol and pentaerythritol, with a 
wide range of uses in plastics, paints, 
varnishes and resins. For a company 
which in 1952 had boasted a net worth 
of only $78 million, this obviously 
represented a tremendous effort. 

Not Basic. Yet Hercules’ ambition 
ran beyond merely building itself a 
position as a basic chemical producer. 
“We have tended,” says Forster, “to 
shy away from bulk chemicals, which 
require heavy capital investments, 
where the net return on investment 
is often lower than in further up- 
graded chemicals. In any case, the 
best areas in basics were already 
overcrowded.” 

Instead, Forster has concentrated 
Hercules’ investment in production of 
primary hydrocarbon chemicals out 
of which come a wide array of im- 
portant intermediates. But because 
these building block chemicals are 
most efficiently produced in quan- 
tities beyond Hercules’ own needs. 
it has become a large commercial 
seller of these fundamental hydro- 
carbon chemicals. “This is the kind 
of situation,” explains Forster, “where 
economy dictates that your plant must 
be bigger than any one user’s needs 
for raw materials.” 

Latterly Forster has branched out 
into chemical products deriving from 
quite different chemical origins such 
as polyolefins (based on propylene 
and ethylene) and missile propellants. 





As a result, between 1956 and 1960, 
Hercules’ sales rose 37.6% to $337 mil- 
lion, with earnings growing 37.9% to 
$27 million. 

Thus, Hercules now finds _ itself 
ranked among the top moneymakers 
in the chemical industry. Its net re- 
turn on shareholders’ investment, to 
be sure, still cannot match Union Car- 
bide’s 16.2%, but last year it came 
within an ace of displacing du Pont 
as the industry’s second most profit- 
able major outfit. Last year’s score: 
Hercules 14.8°,; du Pont (by a nose) 
14.9%. 

Two Setbacks. In this transforma- 
tion, Hercules’ path has not been all 
smooth going. If anything, the com- 
pany has had more than its fair share 
of hard knocks in the past five years. 
Its original dynamite business, for 
example, is today a very small whim- 
per compared with the bang it once 
produced. Into the explosives market 
have come many nitrogen producers. 
Desperate to maintain their overbuilt 
plants at full capacity, they began of- 
fering a cheap explosive-grade of am- 
monium nitrate, in competition with 
dynamite. Sighs Forster: “This gave 
our explosive department a pretty 
mean kick in the pants.” 

The way has been no more smooth 
for another of Hercules’ traditional 
products, cellulose acetate (a cotton- 
based cellulose compound used in 
making fibers and plastics). Hercules’ 
best customer for it, the rayon in- 
dustry, has been in a steady decline. 
So, deciding to make the best of an 
increasingly bad situation, early in 
1959 Hercules quietly abandoned its 
cellulose acetate production, which 
had once totaled 40 million pounds a 
year. “We were doing little better 
than breaking even on it,’ says 
Forster. “We had a lot of good people 









DUSTING IN DIXIE WITH HERCULES INSECTICIDES: 
beyond turpentine, Toxaphene; beyond polypropylene, textile fibers? 
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HERCULES’ FORSTER: 
out of an also-ran, a winner 


working their hearts out just to save 
a penny a pound on the stuff. It 
made sense to free them for bette: 
things.” 

Forster’s biggest effort was concen- 
trated on what was undoubtedly the 
biggest gamble Hercules has ever un- 
dertaken: production of the two 
polyolefins, polypropylene and high- 
density (i.e. rigid) polyethylene. 

As a late-starter in plastics produc- 
tion, Forster had realized early in the 
1950s that Hercules would have to 
make its play in an area where 
Hercules could develop a commanding 
market position. In 1955, he had found 
something that he believed perfectly 
filled the bill. It was rigid polyethylene 
which had been developed by a West 
German firm, Farbwerke Hoechst. 

It was not long, however, before 
Forster found himself facing plenty 
of local competition in high-density 
polyethylene from such wide-awake 
outfits as Phillips Petroleum, Allied 
and du Pont. His slight lead was 
imperiled, moreover, by technical 
bugs at the Esso plant which was to 
supply Hercules with its supply of 
ethylene. It was six months until the 
hitch was corrected. “It was a little 
grim,” says Forster. “A beautiful new 
plant all ready to roll, and not a damn 
thing to pump into it.” 

Despite this delay, Hercules was 
one of the first U.S. producers of rigid 
polyethylene. But so fast did rival 
producers build plants, that high- 
density polyethylene was soon in 
oversupply. Thus last year, though 
demand totaled only 183 million 
pounds, over-all industry capacity 
had reached a whopping 355 million 
pounds. Hercules, however, had man- 
aged to get something of a jump on 
its competition by developing a high- 








































































































POLYPROPYLENE FILAMENT PRODUCTION: 
in a new plastic, the gamble of a lifetime 


er-priced polyethylene resin especial- 
ly tailored for use in plastic bottles, 
a booming business. As a result, Her- 
cules today not only finds its 60 mil- 
lion pounds of polyethylene resin out- 
put a good profitmaker, but could use 
even more capacity. 

Flushed with success, the Hercules 
research team began searching for 
another new plastic. They turned 
their attention to yet another natu- 
ral gas product, propylene, which 
when polymerized turns into poly- 
propylene, an unusually versatile 
plastic. So entranced was Forster 
with its prospects that he decided to 
spend the whole of Hercules’ cash 
hoard, and more to boot, on its com- 
mercial development. “For us,” says 
Forster, “this was a pretty adven- 
turous step to take.” 

It was indeed. In all, Hercules has 
invested some $40 million on these 
two plastics. But Hercules has also 
gotten a lot of mileage out of its big 
investments in these and other oil- 
based chemicals. Its sales over the 
past five years have risen 79c for 
every capital dollar it spent in its 
pioneering period, 1954 to 1958. None 
of its competitors have done any- 
thing like as well. By contrast, Dow’s 
sales increase per dollar of capital 
expenditures was only 49c, Union 
Carbide’s 46c and du Pont’s 27c. 

Yet no sooner had Hercules started 
commercial production of polypropy- 
lene than, for the second time in three 
years, it found competitors hot on its 
heels. For beyond polypropylene’s 
present uses in rope, auto seat belts 
and molded luggage, may lie a big 
future not only as a plastic, but also 
as a textile fiber. Thus, a formidable 
number of other industrial giants are 
now actually producing or currently 
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building polypropylene capacity. They 
include Humble Oil (65 million pounds 
a year), Avisun (a joint venture of 
American Viscose and Sun Oil, with 
150 million pounds), Dow (40 mil- 
lion), Montecatini (25 million) and 
Texas Eastman. 

Yet Forster professes not to be 
much worried by this impressive 
array of future competition. At pres- 
ent, Hercules is the major producer 
with an installed capacity of some 
60 million pounds a year. Another 
60 million pounds capacity will be in 
production by the end of this year. 
Hercules also enjoys a considerable 
advantage since all of its research, 
development and _pilot-plant 
were incurred when the plastic was 
selling around 65c a pound. Humble 
Oil, Dow and the rest of the tribe, 
by contrast, will have to go through 
these painful and costly steps at a 
time when it sells for only the cur- 
rent 42c a pound, and the prices may 
drop yet further. On balance, then, 
Hercules’ strategic advantage is con- 
siderable. “We began three years be- 
fore anybody else, and our lead is 
still substantial,” claims Forster. “We 
are betting that we are going to earn 
more too.” 

Yet, it is not impossible that a poly- 
propylene glut could develop within 
the next few years (as happened in 
both types of polyethylenes). Should 
that happen, even Hercules’ efficiency 
would not entirely protect it. 

Big Competition. For the fact is that, 
in going into plastics, Hercules has 
taken on a kind of tough competition 
that it has never faced before. It in- 
cludes big oil companies with plenty 
of propylene and ethylene in their 
burgeoning feedstocks and chemical 
giants who 


costs 


can command massive 


fiscal resources beyond the reach of 
middling-sized Hercules. Yet even in 
face of such competition, Hercules, 
with its strategic advantages in time 
and technology, will probably at 
least hold its own. But the going is 
bound to be rough. 

Meanwhile, conditions in Hercules’ 
traditional chemical business remain 
relatively tranquil. Every day through 
the quiet pine forests of the South 
stalk some of the strangest mechanical 
creatures ever contrived by man: 
stump-diggers, which gouge out of 
the earth ten-year-old, wizened pine 
stumps. This unlikely harvest is then 
processed into such valuable chem- 
icals as rosin (used as a paper size 
and as a rubber emulsifier), turpen- 
tine (used in paints and insecticides) 
and pine oil (used in disinfectants). 

Back in Wilmington these chemi- 
cals earn a pretty penny. The biggest 
moneymaker is rosin, which yields 
size for use in papermaking, a mar- 
ket which keeps growing steadily. “All 
those paper companies are really in- 
terested in is keeping their big mills 
running,” says Forster with a chuckle 
“To do that, they need our size.” 

The amount of rosin in a ton of 
paper hardly makes much difference 
to its cost. But that’s not so in the 
case of two other major consumers of 
this organic chemical, the rubber and 
paint industries. Both have been look- 
ing for cheaper synthetic substitutes, 
spurred by the steady rise in the 
price of rosin. Between January and 
December of last year it jumped from 
$11.50 to $15.50 per 100 lbs. It is likely 
to keep rising. “It’s only a matter of 
time before the shortage be- 
comes acute,” says Hercules Vice 
President Paul Mayfield. “It’s no 
longer practicable to produce rosin 
from pine tree stumps. The stumps 


rosin 


INDUSTRIAL BLASTING: 
a kick in the 


pants 
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must lie in the ground for several 
years to produce a commercial type 
of rosin. And very few people now 
can afford to let good land remain in 
stumps for the requisite time.” 

Hercules faces a somewhat different 
situation in chemical cotton. At one 
time it was used in fine paper making, 
but has since been displaced by 
cheaper cellulosic wood pulp. Forster 
responded by upgrading cotton into 
a number of chemicals for furniture 
lacquers, starch and food. “Chemical 
cotton per se,” he says, “has been 
pushed out by wood pulp, but the 
market for its derivatives has de- 
veloped pretty well.” 

Time To Grow Up. Adventurous as 
it has now become, Hercules has not 
lost all the marks of its former self. 
Thus, although Hercules made almost 
all the rocket fuel the U.S. used in 
World War II, until 1958 it was quite 
content just to manage large govern- 
ment plants for a small annual fee. 
“Because we were reluctant to com- 
mit our capital in this field,” says 
Vice President John M. Martin, “we 
were johnnys-come-lately.” 

Once begun, however, Hercules 
aimed high. It is shooting for some 
$100 million worth of business on the 
Polaris and Minuteman next year. But 
with a plant investment of some $12 
million, the high working capital that 
it must borrow for government work, 
and a mere $40 million in orders for 
this year, there isn’t much chance 
that this division will make a penny 
in 1961. This frankly worries Forster, 
who has the chemical man’s inherent 
dislike of a feast or famine business. 
So he is not aiming much higher for 
now. Says he: “We've almost reached 
the limit of putting money into rocket 
fuel development.” 

Forster feels quite otherwise, how- 
ever, about oil-made plastics and 
textile fibers. This year, for example, 
Hercules plans to spend some $50 
million, almost twice its normal level 
of capital expenditures. Most of it 
will go to polyolefins. Start-up costs 
and fiber development programs for 
these plastics are apt to take a big 
bite out of current earnings. “I have 
never known a year when it has been 
so difficult to forecast earnings,” says 
Forster. “But I feel that even with 
these additional costs we shall prob- 
ably do about the same as last year.” 

But Forster has no illusions that by 
finding its corporate feet, Hercules 
will immediately have profits falling 
into its lap. “As far as we can see,” 
he says, “the cost-price squeeze will 
be with us for the foreseeable future, 
probably for the next two to three 
years. But we expect a great deal 


from polypropylene.” 
Great Expectations. The chemical in- 


16 





effects of nuclear radiation and 


re- 
e 





POLARIS SHOT: 
a johnny-come-lately aims high 


dustry has learned to expect a lot 
from Hercules. Against the receding 
tide of the industry's fortunes, this 
onetime tagalong has pushed its way 
to the van of chemical profitmakers. 
Forster is determined to keep it there. 
But it won’t be easy. For in estab- 
lishing itself as a major producer of 
oil-based chemicals, Hercules has also 
become heir to the industry’s prob- 
lems as well. 


RAILROADS 


HOPE RENEWED 


While railroadmen aren’t yet 
ready to start tooting the 
whistles, there’s no doubt 
about it: freight trains have 
been getting longer. 


MONEYMEN whose ears are tuned to 
sounds from the executive suite are 
accustomed to hearing little but dire 
complaints from the nation’s $35 bil- 
lion railroad industry. But last month, 
for the first time in over a year, top 
railroadmen were making at least 
cautiously hopeful sounds. 

It was, perhaps, not so surprising 
that the Norfolk & Western’s Presi- 
dent Stuart T. Saunders sounded quite 
optimistic. “Our traffic volume,” said 
he, “is showing real signs of improve- 
ment.” But, after all, the N&W is 
the most profitable railroad in the 
U.S. Nor was it so surprising that 
President Wayne A. Johnson of the 
well-heeled, well-maintained [Illinois 
Central was now predicting that the 
IC would earn around $4 a share this 
year, 10% better than in 1960. 

What really made Wall Street take 






Beneath the Surface. Yet Swearingen 


mer) propose to do about it? 





notice, however, was that even the 
hard-pressed eastern roads were be- 
ginning to see hope around the bend. 
Chairman James M. Symes of the 
Pennsylvania, for example, a notably 
cautious man, did not hedge this time. 
“It is our considered opinion,” said 
he, “that we have struck bottom in- 
sofar as business is concerned, that 
it will start moving up in the second 
and third quarters. .. .” 

A Profit for ‘61? Others, too, among 
the nation’s harder-pressed roads 
were beginning to see light. Ben W. 
Heineman, chairman of the Chicago 
& North Western was almost enthusi- 
astic in spite of a whole raft of prob- 
lems ranging from consumer losses to 
a top-heavy capitalization. “The year 
as a whole,” said Heineman, “will be 
substantially better than last year.” 
So much so, he added, that in spite 
of a $2.8-million loss in the first three 
months and a “disappointing” April, 
the North Western expects to make 
money for the full year. 

The New York Central’s Alfred E. 
Perlman was also reporting better 
news from the freight yards. Thus, in 
spite of CN’s staggering $17.5-million 
loss in 1961’s first quarter and a fur- 
ther loss in April, Perlman sounded 
almost optimistic. He said that Cen- 
tral’s carloadings had hit a bottom in 
March, and he now expected second- 
half results to top 1960's. 

Not Yet Happy. To be sure, few 
railwaymen were really happy yet 
with the situation. The basic prob- 
lems remained. Progress on most ma- 
jor mergers seemed stymied. Teamster 
Boss Jimmie Hoffa had launched a 
major new lobbying drive against 
piggybacking, the railroad industry's 
most promising competitive weapon. 

Nor were the trains yet running as 
long or as frequently as railroadmen 
like to see them: in the second week 
in May, Class I roads loaded 551,405 
cars. This marked an 18% improve- 
ment over the low point hit in Feb- 
ruary 1961 but still represented a lag 
of 13.8% behind the same week in 1960 
and 20.4% behind the same week in 
1959. 

On top of this, fiscal malnutrition 
from the past three lean years had left 
its mark. The big eastern roads 
still had huge amounts of deferred 
maintenance to make up. Even the 
wealthy Pennsy was admittedly a bit 
strapped for working capital. It would 
take most roads a long time to solve 
their current fiscal mess. 

Right Direction. Nevertheless, for the 
first time in many months, things were 
at least moving in the right direction. 
Railroadmen finally had reason to 
hope that before 1961 was over, the 
industry’s famed leverage might start 
working for the industry again in- 
stead of against it. 
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AIRCRAFT 


AIRBORNE AGAIN 


After five relatively lean 

years, Republic Aviation’s 

earnings are soaring again 

on the wings of its hot F-105D 
aircraft. 


“HISTORICALLY, proclaims genial, 
expressive Mundy Ingalls Peale, 55, 
boss of Long Island’s Republic Avia- 
tion Corp.,* “this business has gone 
like this.” As he speaks, Peale’s hand 
soars and swoops above the polished 
mahogany of his desk like one of Re- 
public’s own fighter planes to illustrate 
the vicissitudes of life as a defense 
contractor. 

Calculated Risk. Peale speaks from 
personal experience. Between 1956 and 
late 1960, Republic itself was in a steep 
sales and earnings dive. Production 
of its popular F-84 fighter-bomber 
series had peaked in 1955 (when 
earnings, due in part to a backup in 
deliveries, had hit a startling $10.02 
a share), was completely phased out 
by 1957. Left without a major pro- 
duction contract to take up the slack, 
Republic’s sales tumbled from a $547- 
million high to just $198 million in 
1959, while earnings sagged to an 
eight-year low of $2.37 a share. 

Other aircraft makers, during those 
same tough years, were filling up thei: 
assembly lines with missile work, but 
not Republic. Peale and his directors 
had already opted for another course: 
Republic would remain primarily a 
producer of manned aircraft. It was 

Republic Aviation Corp. Traded NYSE 
Recent price: 44!4,. Price range (1961): high, 
5134; low, 27's. Dividend (1960) : $1. Indicated 
1961 payout: $2. Earnings per share (1960) 
sa.28 — assets: $104.1 million. Ticker sym- 


a risky decision, for most planemakers 
had believed that such aircraft were 
virtually obsolete. “It was,” explains 
Peale, “the business we knew best. 
After all, we had made perhaps more 
tactical aircraft than any other manu- 
facturer in the world. And we were 
sure there would still be a need for 
manned planes for years to come.” 

Takeoff! Last month that lonely de- 
cision was paying off handsomely for 
Mundy Peale’s Republic. In 1957, Re- 
public’s design for a new tactical 
fighter-bomber (later designated the 
F-105) won an Air Force competition 
for the plane to succeed its own F-84. 
In late 1958, early model F-105s be- 
gan to roll off Republic’s lines. By 
late 1960, the “D” model was in vol- 
ume production—and Republic’s sales 
and earnings again were on the wing. 

In 1961's first quarter alone, Repub- 
lic earned a walloping $1.87 a share 
—or better than half as much as it 
earned in all of 1960. With the F-105 
scheduled for production at current 
rates at least through 1963, and with 
continued production likely through 
1965, it seemed clear that Peale would 
have pleasant earnings news to re- 
port for some time to come. 

Changeover. Peale is not only deliv- 
ering more F-105s, but making more 
money on each one he delivers. Rea- 
son: late last year Republic switched 
from a cost plus fixed fee to a fixed 
price contract on the F-105. On such 
fixed price contracts, the Pentagon al- 
lows its suppliers a considerably high- 
er gross margin—8°,-10% against a 
maximum 6% -64%‘,—than on 
plus work. 

“Every defense contractor would 
rather work on a fixed price basis,” 
claims Peale, “because it’s so much 
more profitable. The Government pre- 
fers it, too, because that way the con- 
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PRODUCTION LINE OF F-105s AT REPUBLIC: 
the more efficient you become, the lower your profits 
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TRUCKS & TRAILERS 


any serious trouble: in fact. it had 


EXPERIMENTAL SPACECRAFT: 
the next-generation moneymaker? 


tractor shares the risk. But you can’t 
work on a fixed price basis until you 
know your costs, so you always start 
on a cost plus basis to keep from go- 
ing broke while you learn how.” 
To make sure the F-105 would re- 
main on the Air Force procurement 
list for years to come, Peale instituted 
back in 1959, an intensive cost-reduc- 
tion program. Called D minus 30, it 
was intended to lop 30° off the origi- 
nal unit cost of the F-105. “With mar- 
velous help from our suppliers, who 
found ways to do things more cheap- 
ly,” notes Peale, “we actually cut off 
27°.. And we got the contracts.” 
Profit Paradox. Paradoxically, even 
though the F-105 is now on a fixed 
price basis, Peale’s profit margin (a 
healthy 3.2‘, in the first quarter) has 
nowhere to go from here but down 
“As our unit costs drop with increas- 
ing experience in assembling the 105,” 
he explains, “the base against which 
our allowable profit is 
drops, too.” For that reason Peale is 
reluctant to annualize his robust first- 
quarter earnings, though he does con- 
cede that Republic should earn bette: 
than $6 a this yea that 
future earnings should hold steady 
Even the F-105, however, will not 
keep Republic in the money foreve: 
So four years ago Peale made still an- 
other important decision 
missilery (“we figured it was already 
well covered”), he decided to orient 
Republic toward the design and pro- 
duction of manned spacecraft 
To that end, Republic has already 
spent some $35 million (“a hell of a 
hunk of money for a company 
size,’ comments Peale) on 
and development in space projects. Of 
that sum, $14 million went into a new 
laboratory which deals in such ad- 
vanced concepts as space simulation, 
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effects of nuclear radiation and re- 
entry problems. Another project which 
arouses Peale’s enthusiasm: Repub- 
lic’s “plasma pinch engine,” which 
converts an electrical impulse directly 
into thrust. Successfully tested re- 
cently, it could provide the power for 
a Republic-designed space explora- 
tion capsule of the future. 

“We don’t expect any return on this 
investment for another two or three 
years,” says Peale. “But maybe 
then ... ,” he adds—and leaves the 
thought unfinished. His obvious hope: 
that these new projects will ultimately 
mean new contracts for Republic suf- 
ficient to keep it flying high long after 
the last F-105 is made. 


OIL 


FRANK 
CONFESSION 


John Swearingen has _ the 

rugged job of making more 

money for Indiana Standard 

with other people’s oil. Is 

it any wonder that his prog- 
ress is slow? 


IF FRANK ADMISSION of fault is the 
nearest thing to virtue, the most near- 
ly virtuous man in the Midwest last 
month was young (42), gray-thatched 
John E. Swearingen, president of 
Standard Oil Co. of Indiana.* “Let’s 
face it,’ he says with utter candor, 
“in many respects this is a second- 
rate company.” 

This is, to say the least, a rather 
startlingly frank confession to come 
from someone in Swearingen’s posi- 
tion. For the company he so bluntly 
calls “second-rate” is, after all, one 
of the U.S.’ real corporate giants. In- 
diana Standard ranks fifth among the 
nation’s oil companies (with $2.9 bil- 
lion in assets) and ninth among all 
American industrial concerns. Its 
marketing network for its Standard 
brand products alone dominates 15 
mid-continent states, and its Ameri- 
can and Amoco brands are household 
names in no fewer than 30 others. 
What’s more, Swearingen’s dissatis- 
fied candor follows on the heels of 
a relatively good year for Indiana 
Standard—a year in which it booked 
a $144.8-million profit on record sales 
of $2 billion. The big oil marketer 
also got off to a fast start in 1961: 
earnings were up 38°, to $1.23 a share 
in the first quarter on 3.1% higher 
sales totaling $531 million. 


*Standard Oil Co. of Indiana. Traded 
NYSE. Recent price 5434. Price range (1961) : 
high, 557%; low, 46. Dividend (1960): $2.03. 
Indicated 1961 payout: $2.03. Earnings per 
share (1960): $4.05. Total assets: $2.9 billion 
Ticker symbol: SN. 
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Beneath the Surface. Yet Swearingen 
says: “This company has just not 
kept pace with the oil business or 
with other companies in the past ten 
years.” Nor has it. In a period when 
rival oil giants were doubling sales, 
Indiana Standard’s advanced just 30°. 
Meanwhile, its earnings per share ac- 
tually tumbled 17°. 

As a result, and to Swearingen’s 
outspoken dissatisfaction, Indiana 
Standard’s vast business has earned 
poor wages. Last year, for example, 
its net profit per dollar of sales was 
just 7.1 cents (down from 9.7c in 1951), 
as compared with 12c to 16c for such 
rivals as Gulf, Texaco and California 
Standard. Indeed, among the inte- 
grated majors only Socony Mobil’s 
net profit margin (5.lc) was thinner. 
And as for wages earned on its equity 
investment, Indiana Standard’s 6.4°, 


THE 


BIG GAP 


So far, Indiana Standard has had little 
luck closing the gap between its prof- 
itability and the profitability of other 
big integrated oil outfits. 
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net was the lowest of any American 
oil company of equal size or larger. 

The reason is all too obvious—In- 
diana Standard’s chronic and des- 
perate need for more crude. Last year, 
Swearingen’s midwest giant produced 
just half of the 636,000 barrels its re- 
fineries used daily. Its modest re- 
serves of crude oil totaled only some 
2.3 billion barrels vs. Texaco’s 15 
billion, Jersey Standard’s 29 billion. 
And a good part of this oil is in Texas, 
where last year a tight-fisted Rail- 
road Commission kept production 
throttled down to 104 producing days. 
Thus, Indiana Standard has found it- 
self in a perfect position to be whip- 
sawed by the volatile changes in the 
refiner’s “spread”—the difference be- 
tween crude oil costs and refined 
product prices. 

“A” for Activity. What did Indiana 
Standard’s new chief executive officer 
(Swearingen took office last sum- 








mer) propose to do about it? For 
one thing, he is continuing the hatchet 
work he began as a vice president 
back in 1956, which has trimmed com- 
pany payrolls by $80 million. He 
has launched Indiana Standard’s first 
marketing move into Europe (by buy- 
ing up 700 service stations in Italy) 
and plans a marketing program in 
Australia. Meanwhile, he has stream- 
lined his U.S. marketing setup into a 
single organization aimed at nation- 
wide coverage under Indiana Stand- 
ard’s torch and oval shield. 

Satisfying Indiana Standard’s des- 
perate thirst for crude, however, is 
a stickier problem. Outside the U.S.., 
Indiana’s drilling crews (and Indi- 
ana’s cash) are at work in half a doz- 
en countries from Argentina to Iran 
to Mozambique. At home, Swearingen 
has agreed to pay about $300 million 
for the lion’s share of the assets of 
Honolulu Oil, thus getting some 35,000 
barrels of new daily production. And 
he proposes to go right on spending 
in the same fashion to solve his prob- 
lem. Says Swearingen: “We are going 
to spend $300 million on our business 
this year, and we are going to keep 
doing it for as long as we have to.” 

Ghosts of the Past. Unfortunately, 
neither determination nor free-spend- 
ing ways are any sure patent of suc- 
cess in an oil hunt, as Indiana Stand- 
ard’s own history clearly testifies. In 
the past five years, the company has 
already spent money hand over fist 
over $1 billion of it—to find new oil 
or develop known reserves. The dis- 
appointing result: a mere 200 mil- 
lion barrels added to its reserves. And 
while the Honolulu deal did wipe out 
between 10% and 15% of Indiana's 
crude deficit, it did so at a very fancy 
cost. At such prices, in fact, the elimi- 
nation of the company’s entire crude 
oil deficit would cost a sum roughly 
equivalent to Indiana’s entire pres- 
ent net assets. 

Even if the company did strike it 
rich—and it is hard by now to think 
of Indiana Standard having any but 
poor prospecting luck—the strike 
could easily be in the wrong place. 
Indiana’s greatest need for crude oil 
is at home. Thus, even a major crude 
oil discovery overseas would not. 
given Indiana Standard’s present oil 
import quota (32,000 barrels daily), 
do much to ease the company’s do- 
mestic problem. 

Thin Reward. In this context, John 
Swearingen’s forthright statements 
have all the virtue of candor and 
speak impressively of his grim and 
realistic intentions. But the pay-off 
is inevitably uncertain and yet to 
come. Until it does, Indiana’s stock- 
holders will have to content them- 
selves with virtue being its own re- 
ward. 
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TRUCKS & TRAILERS 


SWAN SONG 


Fruehauf Trailer apparently 
had enough troubles of its 
own without shouldering the 
personal problems of ex- 





Chairman Roy Fruehauf. 


THERE was no hint of trouble last 
month when some 250 stockholders of 
big (total assets: $204.7 million) Frue- 
hauf Trailer Co.* met together in the 
Grand Ballroom of the Park Shelton 
Hotel, out on Detroit's Woodward 
Ave., to attend the annual meeting. 
Chairman Roy Fruehauf, 52, son of 
Founder August Fruehauf, discoursed 
quietly for some 15 minutes. Then the 
meeting broke up without a single 
question from the floor. 

It was, nonetheless, Roy Fruehauf’s 
swan song as a company officer. For 
immediately afterward the directors, 
all of whom had been routinely re- 
elected at the annual meeting, removed 
Roy Fruehauf from his chairmanship 
and replaced him with Detroit Edison 
prexy Walker L. Cisler, a board mem- 
ber since 1955. Apparently unaffected 
in the shuffle: President William E. 
Grace, who had been made the com- 
pany’s chief executive officer in the 
fall of 1959 in what was obviously the 
first move to strip Roy Fruehauf of his 
power. 

Lopsided Year. On the face of it, 
the company was far from being in 

Fruehauf Trailer Co. Traded NYSE. Re- 
cent price: 257,. Price range (1961): high 
2614; low, 19. Dividend (1960): $1.20. Indi- 
cated 1961 payout: $1.20. Earnings per share 


(1960): $1.35. Total assets: $204.7 million. 
Ticker symbol: FTR 
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any serious trouble; in fact, it had 
just reported a surprisingly good per- 
formance in 1960. Sales, to be sure, 
were only $212.3 million, one of the 
poorest showings in five years. But 
1960 earnings of $9.5 million were the 
second best in company history, and 
Fruehauf’s profit margin—4.5 cents 
per sales dollar—was better than in 
any year save one in the last decade. 

What was ominous was the shape 
of the year. In 1960 the company 
made nearly three fifths of its sales 
and three quarters of its profits in 
the year’s first half. Thus, by early 
1961 it was operating at a rate that, 
unless it improved sharply and soon, 
would add up to a dismal showing. 

Further, the directors were dissatis- 
fied with the company’s sprawling 
management structure; the 1960 an- 
nual report lists as “operating man- 
agement” no less than 31 executives, 
including 16 vice presidents of vari- 
ous kinds. A management consulting 
firm was brought in for a full-dress 
study. Did this presage a major ex- 
ecutive shake-up? “No! No! No!” 
cried new Chairman Cisler—and then 
added: “But Fruehauf Trailer must 
have a central office as well as divi- 
sional offices.” 

Borrowed Trouble. In these circum- 
stances, the company obviously had 
worries aplenty without shouldering 
any unnecessary ones—such as the 
indictment (reinstated last February) 
against Roy Fruehauf and ex-Team- 
ster boss Dave Beck over an allegedly 
illegal loan. Moreover, the company 
faced a stockholder’s suit challenging 
an executive bonus system instituted 
in 1956 by Roy Fruehauf—with Roy 
Fruehauf a principal beneficiary. 

Would Roy Fruehauf’s departure 
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ASSEMBLY LINE OF STAINLESS STEEL VANS: 
; a head was needed as well as arms and legs 


ForBES, JUNE 1, 1961 


FRUEHAUF’S GRACE: 
nothing but warm words 


touch off an open battle for control? 
Chairman Cisler expressed doubt that 
Fruehauf himself controlled enough 
shares to challenge his ouster. And 
the change in the chairmanship 
brought nothing but warm words from 
President Grace: “Appointing Walke: 
Cisler,” said he, “is probably the 
greatest single improvement that has 
ever been made in the history of this 
company.” 

Lesser executives, 
more guarded in their comments 
“Things are very quiet now,” re- 
ported one. “For all we know, maybe 
it’s the calm before the storm.” 


however, were 


NON-FERROUS METALS 


NATIVE NICKEL 


Nickel, always a Canadian 
specialty, has now gone 
American for the first time. 
The pioneer: Cleveland’s 
Hanna Mining. 





IN THE PAST, America’s stainless steel- 
makers have had very little choice 
when it came to ordering the nickel 
they needed as an alloy. Either they 
could buy from Canada (chiefly from 
International Nickel Co. of Canada), 
or, more recently, they could use 
government stockpile nickel. One 
thing they plainly could not do was 
to buy from a domestic producer 
there simply was no U.S. company 
with nickel for sale. 

Local Store. Last month, though, 
steelmen were doing some shopping 
at a new local store. Squat, 35-pound 
slabs of dull grey ferro-nickel were 
being shipped for the first time from 
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a U.S. smelter to the nation’s stainless 
steel mills. The seller: The Hanna 
Mining Co.,* the large iron ore pro- 
ducer which is 46% owned by Cleve- 
land’s famed iron ore and holding 
concern, The M. A. Hanna Co.t 

What was old-line Hanna doing in 
so alien a field? Actually, the com- 
pany has owned a large nickel ore 
deposit, on the summit of Oregon’s 
3,500-foot Nickel Mountain, ever since 
1943. But the terrain was so difficult, 
and the ore so low-grade—a dispirit- 
ing 1.5% nickel content—that for 
years the only major ore deposit in 
America lay untouched. 

Shortly after World War II, things 
began to look up for the Nickel Moun- 
tain ore. A new chrome refining 
process was developed, which Hanna 
set about adapting. And when, during 
the Korean War, the nickel-hungry 
U.S. Government underwrote a new 
smelter, Hanna Mining was soon in 
business selling its entire output to 
Uncle Sam. Now that the government 
contract for 125 million pounds is sub- 
stantially ended, Hanna is taking over 
the smelter and launching out as the 
country’s only commercial producer 
of nickel, with an annual capacity of 
around 23 million pounds. 

How can President Walter Marting 
and Executive Vice President Richard 
Whitney refine their remote, low- 
grade ore economically? “The prox- 


*The Hanna Mining Co 
counter Recent rice: 111 Price range 
(1961): high, 117; low, 94. Dividend (1960): 
$1.60. Indicated 1961 payout: $1.60. Earnings 
per share (1960): $7.07. Total assets: $110.2 
million 


Traded over-the- 


‘The M,. A. Hanna Co. Traded over-the- 
counter. Recent price: 111. Price range 
(1961): high, 111; low, 95. Dividend (1960) 
$3. Indicated 1961 payout: $3. Earnings per 
—— (1960) $4.41. Total assets: $430.8 
million 





imity of the ore to the plant, 2,300 feet 
below in the valley, helps us, of 
course,” explains Whitney, “but above 
all our very cheap power costs are the 
key.” Adds he: “We get our power 
from the Bonneville Power Adminis- 
tration the same as the aluminum 
people do.” 

Hanna’s nickel is a far cry from the 
Canadian product. “Inco’s nickel,” 
explains Whitney, “is electrolytic— 
pure nickel. Our ferro-nickel—45% 
nickel, 55% iron—goes into some of 
the stainless steel processes. It’s not 
as good—but it’s cheaper.” 

Whatever the merits of ferro-nickel 
vs. pure nickel, one thing is certain: 
Hanna is making progress in its new 
business. Whitney is confident that 
its entire output can be sold this year. 
“We already have sales agreements,” 
says he, “with five major steel- 
makers.” 

Hanna has hit the civilian nickel 
market at a time when it is expanding 
nicely. Stainless steel production, a 
big market for nickel, more than dou- 
bled between 1947 and 1957 and 
should increase another 85° in the 
present decade. As of now, 67 million 
pounds of nickel are used annually by 
stainless steelmakers, with another 50 
million pounds going into nickel alloy 
steel and iron & steel castings—all 
potential markets for Hanna. 

“Buying American.” Whitney and 
Marting feel, moreover, that they 
have one other factor working in their 
favor—an inclination on the part of 
steel manufacturers to “buy Ameri- 
can.” “Market surveys,” says Mar- 
ting hopefully, “indicate that the 
nickel consumers of this country are 
pleased to have a domestic source of 
primary nickel.” 


UNLOADING ORE AT SHIPPING TERMINAL: 
an expanding market for a domestic ore 


DOWNWARD DRIFT 


It has been getting steadily tougher 
for large companies to translate 
sales into profits. Profit margins for 
the 50 biggest U. S. industrials have 
been shrinking over the past decade. 
In 1961's first quarter the relation of 
profits to sales was the leanest in 
many years. 
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SHRINKING 
PROFITABILITY 





Corporations cannot blame 
all their fiscal woes on the 


current recession. In at least 

one vital respect, the figures 

have been looking bad for 
several years now. 


By THE END of May, it was all but 
impossible to find a businessman who 
doubted that the recession was over. 
Or a Wall Streeter who did not ex- 
pect second- and third-quarter profits 
to look better than the disappointing 
ones of 1961’s first three months. But 
as to both the economy and corporate 
profits a very big question remained: 
How much better? 

For the simple fact was that low 
profit margins could not be blamed 
entirely on the recession. Over most 
of the past decade, profit margins have 
been slipping. This shows up graphi- 
cally in the accompanying table and 
chart, which cover the U.S.’ 50 largest 
industrial corporations.* 


*Sperry Rand has been excluded. 
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No Guarantee. Thus, even when the 
recession ends, there is no guarantee 
that the downward trend of margins 
will reverse itself. If the decline con- 
tinues it can only mean that manage- 
ments will have to provide steadily 
rising sales and constant infusions of 
capital merely to hold profits level. 

This is exactly what has been hap- 
pening—even in relatively prosperous 
years. In 1955, a peak year so far as 
corporate profits were concerned, the 
average profit margin for the 50 lead- 
ers came to 8.8 cents on the sales dol- 
lar. But five years earlier the average 
was 10.2 cents. Thus the typical large 
company would have had to boost 
sales 15% just to hold profits level. 

Few major companies have man- 
aged to buck this trend, not even most 
so-called growth companies. For ex- 
ample, Dow Chemical’s net return on 
sales was just 10.5c on the sales 
dollar last year and an estimated 7.5c 
in fiscal 1961, as against 15.3c a dec- 
ade ago. Mighty du Pont earned 
12.3c (excluding GM dividends) on 
the dollar in 1960, as against 15.8c 
as recently as five years ago. In 
some cases the decline has been even 
more spectacular. Alcoa was specially 
hard hit. It netted 4.6c on the sales 
dollar last year; five years ago it 
earned 10.4c. RCA’s net profit margin 
declined to 2.4c in 1960 from 4.5c in 
1955 and 7.9c in 1950. 

The Exceptions. There were, never- 
theless, a few solid exceptions. Though 
their net profit margins are still rela- 
tively low, both Firestone and Good- 
year earned better margins in the 
depressed first quarter of 1961 than 
they did ten years ago. 

Impressive, too, were the showings 
of Texaco and Gulf Oil. Though both 
are in an industry that has been de- 
clining in profitability, these two com- 
panies managed to raise their profit 
margins substantially over the past 
decade. So, almost alone among the 
steels, did U.S. Steel. Other standouts: 
Eastman Kodak, IBM, Phillips Petro- 
leum and Standard Oil Co. of Cali- 
fornia. The most impressive showing 
of all belonged to R.J. Reynolds To- 
bacco. Not only has Reynolds im- 
proved its margins greatly over the 
past decade, it kept them high even 
in 1961’s first quarter. 

But these were clearly exceptions. 
The profits squeeze is more than a 
passing phase. It was abundantly 
clear last month that few U.S. cor- 
porations could afford to sit back and 
wait for an economic pickup to re- 
store their old profitability. They 
would have to work at it. For it will 
profit them very little to expand sales 
and modernize plant, if each dollar 


THE PROFIT MARGIN PICTURE 


Company 


TRENDING UP 
Reynolds (R.J.) Tebacco 
Texaco 
Gulf Oil 
Firestone Tire & Rubber 
Goodyear Tire 


TRENDING LEVEL 
Standard Oil of Calif. 
Eastman Kodak 
IBM 
Phillips Petroleum 


American Tobacco 
U.S. Steel 
Atlantic Refining 
Ford Motor 


TRENDING DOWN 
Kennecott 
Du Pont (E.1.)* 
Dow Chemical 
Union Carbide 
Continental Oil; 


Standard Oil (N.J.) 
Shell Oil 

Monsanto Chemical 
General Motors 
Armco Steel 


Anaconda 

Standard Oil (ind.) 
International Paper 
Procter & Gamble 
Allied Chemical 


Inland Steel 
Tidewater Oil 
National Steel 
Reynolds Metals 
Socony Mobil 


Bethlehem Steel 
Kaiser Aluminum 
Olin Corp. 
Republic Steel 
General Electric 


Alcoa 

Sinclair Oil 
Jones & Laughlin 
Cities Service 
Westinghouse 


IT&T 

American Can 
International Harvester 
Continental Can 


RCA 
Chrysler 
General Dynamics 





NET PROFIT MARGINS 
FIRST QUARTER 
1 1960 1959 


13.5%E 12.9%E 12.3%E 
14.2 14.0 13.6 
NA N.A. N.A. 
49 5.0 

45 4.2 4. 6 


0.8 








NET PROFIT MARGINS 
ANNUAL 
1960 © 19551950 


13.3% 
13.1 14.9 11.9 
12.1 115 9.7 
5.4 5.0 48 
46 44 4.2 


11.4% 10.0% 


E—estimated. N.A.—not available. N.C.—not comparable. ‘Excluding GM dividends. tQuarterly figures 
include excise taxes. **1951 figure used; 1950 not comparable. d—deficit. 


of the new sales volume brings in less 
profit than each dollar of the old. 
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UTILITIES 


THE REWARD 
OF VIRTUE 


Not only did Consumers 

Power’s gas business sud- 

denly begin to look good last 

month, but there was even a 

chance that its past trials 

might pay off for the stock- 
holders. 


By UTILITY STANDARDS, the lower 
Michigan area served by big ($1-bil- 
lion Consumers Power Co.* 
of Jackson, Mich. would seem to have 
just about everything—burgeoning 
industry, prosperous agriculture, a 
rich vacation trade. 


assets) 


It is precisely for this reason that 
the company’s spasmodic progress of 
late has been a matter for sad won- 
derment. Twice since 1957, earnings 
have declined on rising revenues. In 
1960, for example, a 9°, revenue gain 
(to $281.4 million) yielded more than 
$634,000 profit than the 
before 


less year 

The key to this unpleasant disparity 
lies in Consumers’ gas business, the 
fastest growing of its two remarkably 
distinct enterprises. Aided by furious 
expansion in the rich residential and 
industrial belt Detroit, the 
gas revenues increased 
nearly fourfold since 1950, to $100.8 
million. Its electric business, by con- 
trast, showed a more sedate 110°; 
gain, to some $180 million 


around 
company’s 


Power Co 
70!,. Price 


Consumers 
cent price 


Traded NYSE 

range (1961): high, 
72'4; low, 617,. Dividend (1960): $2.60. Indi- 
1961 payout: $2.60. Earnings per share 
$3.45. Total assets: $1 billion. Ticker 
CMS 


Re- 


cated 
1960) 
symbol 


CONSUMERS POWER’S AYMOND: 
a record seemed imminent 


~— 
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GAS PIPELINE CONSTRUCTION IN MICHIGAN: 


the problem was not 


At Long Last. But this gas growth 
occurred under the stern supervision 
of the Michigan Public Service Com- 
mission, which regards rate increases 
with an aversion bordering on alarm 
(For example, Michigan utilities may 
not make provisional increases sub- 
ject to confirmation by later hear- 
ings.) The PSC’s only general actions 
on gas the decade 
despite steadily rising costs, especially 
in the price of purchased gas 
order an increase in prices in 
counterbalanced by 
decrease two years later. 


rates in last 
was to 
1952, 
a corresponding 
Thus, the 
more Consumers gas business grew, 
the closer it came to being a break- 
even proposition. Consumers Power's 
46-year-old Chairman Alphonse H. 
Aymond Jr., readily concedes this 
“In 1960,” he admits, “our gas depart- 
ment did not come close to carrying 
its share of the 
about that.” 

Last month, Chairman 
Aymond could face the future with 
more equanimity than at any time 
since he took over (in May 1960) as 
the company’s chief executive officer. 
In mid-May, the PSC allowed the 
company to put into effect a $7.9- 
million gas rate increase that should, 
on an annual basis, add at least 40 
cents a share to annual earnings ($3.45 
in 1960). As a result, even in 1961 
(when the increase will be in effect 
for little more than half the year) 
Consumers Power should not have too 
much trouble bettering its all-time 
record earnings of $3.71 per share set 
in 1959. 

Afterthought. Such relative pros- 
perity has been a long time coming. 
Until 1949 a part of the Common- 
wealth & Southern system, Consumers 
Power was incorporated in 1910 as 
an electric utility in, of all places, the 


load—no question 


he mwwever, 


with the customers, but with the rates 


state of Maine.+ It entered the gas 
field much later by acquiring other 
utilities with gas franchises. Thus, 
there is a curiously small overlap be- 
tween Consumers’ electric and 
territories: it serves only 25°, of its 
with both gas and 


gas 
customers elec- 
tricity. 

One of the thus 
acquired was the thriving residential 
and industrial belt stretching in a 
great arc from Wayne, Mich., west 
of Detroit, through Birmingham and 
Pontiac to Mt. Clemens on the north- 
east. Michigan’s lower peninsula is a 
cold country, whether the winds blow 
off Lakes Huron and Erie to the east 
or Lake Michigan to the west. And 
when cheap natural gas began to ar- 
rive after the war, Consumers had the 
fuel both home heating 
and for industrial use. The resulting 
rush of demand made gas the 
in Consumers’ business, 
with the area around Detroit even- 
tually providing half its customers. 

The Squeeze. This growth began to 
create its problems in 1955, when the 
company had to absorb the first in a 
series of increases in gas costs that 
it was not permitted to pass on to its 
customers. By 1961, the increases to- 
taled a formidable $20.1 million. 

But it is for this very reason that 
Consumers Power has a real potential 
for striking it rich one day. The 
extra money has been paid out to 
pipeline companies in the form of 
contingent increases, and these may 
well be disallowed by the Federal 
Power Commission and the courts. It 
so, any refunds will represent found 
money for Consumers; for it will not 
have to pass on to its customers any 


franchise areas 


perfect for 


new 


fast grower 


‘At that time Michigan charters could be 
issued for only 30 years. Until 1959, the com- 
pany was also required to hold its annual 
meeting in Maine 
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refunds covering periods from the end 
of 1954 to last month’s rate increase. 

Eyes Forward. Chairman Aymond, 
who joined the company’s staff as a 
lawyer in 1947, reflects a resolute 
legal caution in his reluctance to 
speculate about such possible future 
windfalls. Instead, he would much 
rather talk about, say, the rapid 
growth in Consumers’ modern gen- 
erating capacity, which this year will 
produce some 64% of the company’s 
total electric power output and next 
year close to 70%. 

But even Aymond will, if pressed, 
admit that the potential gas refunds 
are far from trifling. “It could be a 
material amount,” says he. “It could 
be millions.” 


RUBBER 


NATURAL BOUNCE 


The oft-predicted demise of 

natural rubber might be a 

step closer, but there was 
many a step yet to go. 


RuBBER industry pundits were hav- 
ing a go last month at one of their 
favorite sports, i.e., proclaiming nat- 
ural rubber’s end at the hands of the 
advancing battalions of technology. 
The occasion: Goodyear Tire & Rub- 
ber Co.’s* announcement of a process 
breakthrough enabling “synthetic 
natural” rubber to be made for no 
more than 25 cents a pound, vs. a 
recent 32c for natural. 

At first glance, the threat seemed 

*The Goodyear Tire & Rubber Co. Traded 
NYSE. Recent price: 42, Price range 
(1961): high, 423g; low, 337,. Dividend (1960) 
90c plus 2% stock. Indicated 1961 payout: 90c 


Earnings per share (1960) : $2.10. Total assets 
$1 billion. Ticker symbol: GT 
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RUBBER PLANTATION IN MALAYA: 


« 


to have substance. The new process 
cut the cost of “synthetic natural”+ in 
fundamental fashion by slashing the 
cost of its basic component, isoprene. 
What’s more, the process is slated for 
early and massive exploitation at 
Goodyear’s 20,000-ton synthetic-nat- 
ural facility now building at Beau- 
mont, Tex. Predicts Goodyear Re- 
search Director A.J. Gracia: “The 
natural rubber people are going to be 
in continuous battle with synthetic 
rubber for years. In the future, the 
natural rubber gravy train won't be 
as rich as it once was.” 

Receding Threat. Is the threat to nat- 
ural rubber anything like as grave as 
it might seem? Hardly. Development 
of the new process was prompted, 
even its discoverers admitted, not by 
the hope of displacing naturat rubber 
but by the fear of a shortage of natu- 
ral rubber. Goodyear certainly is 
showing no signs of scrapping its rub- 
ber plantations in favor of the new 
process. “First,” said Research Di- 
rector Gracia, “we've got to get this 
plant on stream and working right. 
We're convinced we've got to move 
into this carefully.” 

Nor was there any show of trepida- 
tion among the rubber growers. Said 
President H.C. Bugbee of the Natural 
Rubber Bureau, U.S. spokesman for 
the Malayan natural rubber industry: 
“The producers natural rubber 
know that some day they may have 
to sell for a lot less. Against that 
day, they’ve developed strains that 
yield three to four times the rubbe: 
per acre as today’s average, and they 
are putting these high-yielding trees 
in the ground as rapidly as possible 
When the ‘synthetic natural’ rubbers 


of 


‘Technically, cis-1, 4-polyisoprene, which 
is identical with natural rubber except for 
being chemically purer 
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the high-yielding strains made rugged competitors 
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TESTING GOODYEAR’S “NATSYN”: 
it was purer, but was it cheaper? 


reach volume production, the compe- 
tition will be based on price. Fortu- 
nately for the rubber growers, natural 
can sell profitably for less than any 
synthetic we now know about.” 

Was Plantation Agent Bugbee 
merely whistling past the graveyard? 
Admitted Goodyear’s Gracia: “For 
the present, at least, I suspect rubbe1 
will come cheaper from a good plan- 
tation.” 


CAPITAL GOODS 





END OF 
THE DROUGHT? 


The last few years have been 
dry ones indeed for oil indus- 
try suppliers. Last month 
there were signs of a change. 


Few companies waxed fatter in the 
mid-Fifties than those supplying the 
booming oil industry. Dallas-based 
Dresser Industries could proudly call 
itself “a growth company 
growth industries” and show the earn- 
ings to back its claim, and Halli- 
burton Co., which supplies well serv- 
ices, could bring more than 25 cents 
of the sales dollar down to operating 
income. 

Those happy days ended with sick- 
ening suddenness in 1957. Oilmen 
found themselves with more crude 
than they could market. Naturally 
enough, they cut back on their drill- 
ing. Such suppliers as Dresser, Hal- 
liburton, Gardner-Denver and Reed 
Roller Bit were hard hit. Dresser es- 
pecially so: its earnings plummeted 


serving 








from $4.60 a share in fiscal 1957 to just 
$1.94 last year, and its board twice 
slashed the $2 dividend to $1.20. 
Reed Roller Bit ran in the red for 
three straight years. Even prosperous 
Halliburton saw its earnings per share 
tumble almost 35% on a small drop in 
sales. 

Stirrings. Last month, however, there 
were signs that the suppliers’ four- 
year drought might be ending. Halli- 
burton’s Chairman Logan D. Campbell, 
for example, reported first-quarter 
earnings up 46%, to 82c a share, from 
1960’s 56c. Dresser’s Chairman Neil 
Mallon, after grimly absorbing Dres- 
ser’s worst first quarter in recent 
memory (28c a share), noted with 
satisfaction that second-quarter op- 
erations were considerably improved 
and earnings would top last year’s 35c 
a share. 

What was helping the oil suppliers, 
of course, was the renewed prosperity 
of their prime customers, the oil com- 
panies. Encouraged by the expecta- 
tion of a modest increase in demand 
for domestic crude this year, the first 
such gain since 1956, oilmen were 
easing up somewhat on the tight ex- 
pense rein which had slowed drilling 
in the years 1958-60. Thus, Dresser 
could report that its backlog had risen 
from $38 million to $50 million since 
last October. 

No one, of course, was certain that 
the upturn would last. If it did, how- 
.ever, the oil suppliers were in good 
shape to translate higher sales into 
substantial profit increases. All of 
them have been through rigorous 
belt-tightening programs in the last 
three difficult years. “While we don’t 
expect to match our first-quarter gains 
the year through,” notes Halliburton’s 
Financial Vice President John Har- 
bin, “we'll show improvement each 


24 


quarter because we're considerably 
more efficient than we were a year 
ago.” 

Halliburton is not alone. Its com- 
petitors, too, have carefully trimmed 
the fat from their operations. Dresser 
is invading new markets (e.g., electric 
logging), pushing harder in old ones 
(such as drilling bits) to solidify its 
position. 

Cause for Caution. None of the oil 
field suppliers, however, is yet ready 
to throw caution to the winds. Noted 
Harbin: “Texas crude production 
allowables have been cut back again, 
there’s uncertainty about possible in- 
come tax revisions—and world-wide, 
crude oil is still in substantial over- 
supply.” Many industry executives 
still doubt that 1961 well completions 
will top last year’s 46,750, although 
they are currently running at a 48,000 
annual rate. Which is why one 
Dresser executive says cautiously: 
“We're not yet exactly dancing in the 
streets—but we believe the worst is 
past and we're finally headed uphill 
again.” 


ECONOMIC INDICATORS 





PAPERBOARD 
PROPHECY 


One more key index—paper- 

board activity—has now sig- 

naled that the economy is 
picking up again. 


Ir, AS many economists believe, new 
orders for paperboard are a reliable 
index to the health of the U.S. econ- 
omy, then by last month the economy 
could reasonably be pronounced cured 





midst signs of better times, cautious notes 





Paperboard orders, after a laggard 
start in January, picked up strongly in 
February and in March passed the 
1960 level. Though they fell back to 
the year-ago level in April, at mid- 


May they were once again climbing 
well above 1960 orders. 


Paperboard Production — Thousands of Tons per Month 
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of its mild, year-long case of reces- 
sionitis. 

The evidence was to be found in 
the weekly production and new orde: 
figures compiled by the National Pa- 
perboard Association (whose mem- 
bers account for a surprising 46° of 
all paper and pulp products). Afte: 
declining steadily through the last 
three quarters of 1960 (Forses, Nov. 
1, 1960, p. 17), the NPA figures showed 
that paperboard orders had made a 
dramatic turnabout in February (see 
chart). In March, they actually sur- 
passed the 1960 order rate (which 
a year before had just begun to level 
off). Last month they were continu- 
ing to run ahead. 

Thus, for the first time in over a 
year, paperboard makers last month 
found their backlogs rising—to some 
456,000 tons as of mid-May. That 
was a healthy 23°. better than the 
371,700 tons (only six days’ work) 
with which they had ended 1960. Re- 
flecting these healthier backlogs, pro- 
duction, too, was rising substantially 
By mid-May 1961’s cumulative out- 
put was only 0.9% behind the 1960 
level (after being down 3.1% in Janu- 
ary), seemed sure to surpass it by the 
halfway mark. 

Since paperboard of one type o1 
another is used to package or to ship 
practically every type of industrial 
product, the recent rise in orders is 
a telling index of manufacturers’ opti- 
mism about the months ahead. Yet 
undetermined, however, is the prob- 
able magnitude of the upswing. But 
that an upswing is indeed underway 
can no longer be doubted. 
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MUNICIPAL BONDS 





PLANTS FROM THE PUBLIC PURSE 


Factory financing via municipal bonds is be- 


coming the 
companies, 


rage 


among 
despite another round of 


the  best-connected 


raised 


eyebrows by the Investment Bankers Association. 


Over 24 years have passed since the 
early January day in 1937 when the 
voters of Durant, Miss. (population 
2.500) decided, 330 to 19, to issue 
$85,000 worth of bonds to build a plant 
for Realsilk Hosiery Mills, and there- 
by launched the modern phase of 
municipal industrial financing. After 
the vote was announced there was a 
celebration, complete with fireworks. 
Two and a half decades later the 
subject still provokes fireworks, 
though for other reasons. Last month, 
for example, the Investment Bankers 
Assn. in its spring meeting at White 
Sulphur Springs, again expressed 
(through a subcommittee of the Mu- 
nicipal Securities Committee) its con- 
cern over the growth of municipal 
industrial financing, and its fear lest 
this growth imperil the tax-exempt 
status of all municipal bonds. 
Something New. The IBA had twice 
before recorded its misgivings, first 
in mid-1951 and again in 1959. But 
events since 1959 clearly impelled it 
once more to urge caution on its 
members in handling such financing. 
Behind the IBA’s 1961 edict was, 
admittedly, the trend of new municipal 
industrial issues. Not only were they 
becoming larger and more numerous; 
more important, they were beginning 
to be used by companies of a size and 
standing that would not have touched 
them in years past. 
Case in point was last fall’s $7 mil- 


lion 434% issue by the city of Green- 
wood, Ark. (population 1,600) to build 
an appliance plant for Borg-Warner’s 
Norge Division. Norge will lease the 
plant for 30 years at a rental high 
enough to cover interest and amorti- 
zation of the bonds plus a small re- 
serve. After completion in the next 
few weeks, the plant will begin to 
take on a work force expected to 
reach 1,500 to 2,000. 

The Norge project was in turn 
dwarfed late in April by the town of 
Cherokee, Ala. (1,400 souls). That am- 
bitious municipality floated a whop- 
ping $25 million worth of 434% bonds, 
or more than $16,000 per inhabitant, 
to build a fertilizer plant for Armour 
& Co. The Cherokee bonds, like those 
of the Norge-Greenwood project, will 
be revenue bonds rather than full- 
faith-and-credit obligations. (All Mis- 
sissippi industrial issues, by contrast, 
have been of the latter type.) But 
when so small a town is floating so 
large an issue, any bond is a revenue 
bond. For the town could not con- 
ceivably shoulder the burden in case 
of default on the plant rental. 

Mixed Motives. The Greenwood and 
Cherokee issues also broke new 
ground in being underwritten by a 
major investment house, Glore, For- 
gan & Co. For while, up to now, 
many large southern banks have 


participated in such issues, the big 
New York underwriters have 


held 





MOHASCO PLANT IN GREENVILLE, MISS.: 
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it was good enough for J.P. Morgan, but not for the 


1.B.A. 








--+ FACTORY FINANCING 
: THE PUBLIC WAY 


- Of the states where bonds are known to : 
- have been issued to finance factory con- - 
: struction, Mississippi is the leader in num- * 
: ber of issues and total dollar amount, but * 
: is one of the smallest in average size per * 
. issue—about $300,000, vs. Alabama's $2.1 - 
- million. However, recent Mississippi issues * 
: have been considerably larger, while Ala- ° 
: bama's average is skewed by this spring's : 
. $25-million Cherokee issue. : 


. Dollar amount 
: State No. of issues (millions 
* Mississippi 273 $86.0 
: Alabama 18 38.4 
= Kentucky 17 20.3 
* Louisiana 10 19 
: Arkansas 8 12.0 
: Tennessee 7 3.4 
. New Mexico ] 45 
* Georgia 1 3.5 
Totals 335 170.0 


: Sources: Daily Bond Buyer and Miss. Agric. & ° 
* Ind. Board . 


back. Glore, Forgan found its way 
into both deals through its close re- 
lations with the companies (for ex- 
ample, J. Russell Forgan sits on Borg- 
Warner's board). But its executives 
are of two minds about this kind of 
issue, pointing out how many such 
deals they have turned down and em- 
phasizing that they do not always 
“condone” the use of tax-exempts for 
industrial purposes. 

Armour, by contrast, is quite clea 
on why it went into the Cherokee 
deal; and the answer is not, of course, 
lack of money. Financial Vice Presi- 
dent Edward J. McAdams puts it in 
one word: “Rates. At the time we ne- 
gotiated the deal, the interest rate on 
straight corporate bonds would have 
been half a point to a point higher.” 

Other observers point out additional 
advantages. For example, a company 
that leases a municipally owned plant 
will probably escape all local property 
taxes, for the town will hardly tax its 
own property. A municipally owned 
plant, moreover, does not involve a 
debt item on the balance sheet, as 
would be required for a company- 
financed facility. But some company 
president—for example, Wallace R 
Persons of Emerson Electric—feel 
that the technique’s greatest value lies 
in its implications about the willing- 
ness of the local labor force to turn 
out a good day’s work. 

The Bad Apples. One thing that wor- 
ries the proponents of municipal in- 


dustrial financing is the increasing 
frequency of large issues, notably 
the recent Cherokee one. Any large 


issue that went sour could well gen- 
erate extensive outcries that trou- 
ble in a small issue would not pro- 


voke. Still more worrisome is the 
occasional case that borders on sharp 
practice—as where a company ar- 
ranges for municipal construction of a 
plant and buys up all the bonds itself. 
It thereby gets a full tax deduction on 
its rental payments to the town as a 
business expense, while the money it 
receives for both interest and amorti- 
zation of the bonds is tax free. 

Short of the spread of such prac- 
tices, or the default of some major is- 
sues, the IBA is not likely to make 
much headway in halting the spread 
of municipal industrial financing. For 
the self-interest of the communities, 
companies and underwriters engaged 
in the practice should prove a more 
powerful force than the IBA’s appeal 
to principle. 

To date, IBA foreboding has prob- 
ably not halted any issues, although 
it may have discouraged some under- 
writers from bidding on them. Such 
was the case with J.P. Morgan & Co., 
which, just before the 1951 IBA pro- 
nunciamento, was co-manager of the 
syndicate that bought $3.7 million of 
Greenville, Miss. bonds to finance 
a carpet mill for Alexander Smith, 
‘later merged into Mohasco Industries. 
Ever since then, Morgan (now Mor- 
gan Guaranty) has shunned such 
issues 

How Did It Work? The silent figures 
in the present controversy are the 
companies and communities with the 
first-hand experience. What, for ex- 
ample, happened to the Durant, Miss. 
plant begun so bravely back in 1937? 
Realsilk has long since departed, and 
the pale green structure is now occu- 
pied by Talon, Inc., producers of zip- 
pers. How does Talon like Durant? 
Says President Lewis Walker: “It’s 
been a very satisfactory experience.” 





36-LANE ALLEY WITH BRUNSWICK EQUIPMENT: 


LEISURE EQUIPMENT 


SPARE TIME? 


Brunswick Corp. may find 

the profits pocket a lot 

harder to hit from now on. 

After all, Ted Bensinger 

faces the job of talking Ital- 
ians out of boccie. 





By THE LicHts of B. E. (Ted) Ben- 
singer, the gravel-voiced president of 
Brunswick Corp.,* an underdeveloped 
area is one that does not yet have 
enough bowling alleys with the 
Brunswick label stamped on every- 
thing but the back of the neck of the 
bowler himself. By Bensinger’s count 
last month, these “underdeveloped” 
areas have been reduced to New Eng- 
land, the South and the rest of the 
world. 

Pyramiding Profits. By the crudest 
calculation, that would seem to leave 
90% of the world open to Brunswick, 
63° of whose sales ($360 million last 
year) came from bowling equipment. 
The truth is, though (and Bensinge1 
is the first to admit it), the big, big 
bowling boom may be just about over. 
“For all practical purposes,” says 
Bensinger, “by the end of this year, 
all of the established bowling alleys 
will be saturated with automatic pin- 
setters—either ours or our competi- 
tor’s [American Machine & Foun- 
dry Co.].” 

The saturation certainly has been 
profitable. Since 1956, Brunswick's 
sales, swept up by the bowling craze, 


Brunswick Corp. Traded NYSE. Recent 
price: 591g. Price range (1961): high, 7473; 
low, 44. Dividend (1960) : 32.5c. Indicated 1961 
payout: 40c. Earnings per share (1960) : $2.28 
Total assets: $530 million. Ticker symbol: BC 








the full, happy life may not be quite so easy 


26 


have advanced sevenfold. Net income 
has multiplied elevenfold to $38 mil- 
lion and earnings per share sextupled 
to $2.28 in 1960. But now, instead of 
rolling one strike after another, 
Brunswick may very well find its 
score laced with some spares. “Obvi- 
ously,” says Bensinger, “we cannot 
just go on pyramiding our sales and 
earnings.” 

A Modest Appraisal. Bensinger now 
talks, for instance, of doing over $400 
million in sales by 1962. That would 
put Brunswick’s sales growth in the 
12°, to 15% range, a long comedown 
from the 50° and 100° increases the 
last few years have brought. The 
comedown was, of course, inevitable 
By the end of 1960, some 120,000 auto- 
matic pinsetters (47,300 of them 
Brunswick’s at $8,100 apiece) had 
been installed in U.S. bowling alleys. 

But the eager buyers are already in 
the fold. Now, to get new pinsplitters 
coming his way, Bensinger faces the 
not inconsiderable task of talking the 
British out of their dart boards, the 
Italians out of their boccie courts and 
the New Englanders out of their bent 
for wearing out the old (in this case, 
pinboys) before taking on the new 

Thus, Bensinger’s high-powered 
salesmen (they are goaded at sales 
meetings by marching songs like 
“Roll, Brunswick, Roll”) are pushing 
bowling equipment, and the game it- 
self, in such faraway places as West 
Germany, Ireland, Australia and 
Japan. To boot, Bensinger has begun 
an educational program in the U.S 
(including high-fashion advertising 
aimed at women), to, as he says, “get 
another million a year in the game.” 

Bensinger also has a few wrinkles 
left that may keep the bowling profits 
boom rattling along at its old pace 
for awhile longer. This will be the 
first full year of extra profits that 
Brunswick will get from making its 
own pinsetter machine (previously 
they were manufactured by Otis Ele- 
vator Co.). In fact, in the first quarter 
of 1961, extra profits from this source 
were responsible for a 17.5 pickup 
in Brunswick’s net income (to $2.9 
million), although sales were a shade 
under 1960's $52.7 million. 

There are other things, too. Bruns- 
wick now has the second largest boat- 
ing business (Chris-Craft is first); the 
second largest hospital supply busi- 
ness (behind American Hospital Sup- 
ply Corp.) and the second largest 
school equipment business (American 
Seating is first). “All of these are 
growth businesses,” says Bensinger, 
“and all are aimed at the easy, full, 
happy life.” But, as Bensinger frank- 
ly admits, the full, happy life will not 
come quite so easy for Brunswick in 
the future. 
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This Model 5400 is no bigger than a 
typewriter. But it stamps envelopes, in 
denominations from 42¢ up to $9.99'2, 
then seals and stacks them. And gives 
you room to grow! If you start sending 
out lots of letters or occasional mailings, 
you can get a separate, fully automatic 
envelope feeder that attaches to the 5400 
— gives you speed when you need it! 

The 5400 also provides postage for 
parcel post on special gummed tape. 
With every meter stamp, it can print 
your own postmark ad, if you want one. 
The meter is set by the postoffice for as 
much postage as you want to buy. It 
protects postage from loss or damage. 


Pitney-Bowes 
=> POSTAGE METERS 


Made by the leading manufacturer of mailing machines 


In Canada: Pitney-Bowes of Canada, Ltd., Dept 


302, 909 Yonge Street, Toronto. 


And accounts for postage on registers 
that show postage used and on hand. 

The 5400 handles envelopes as large 
as 9 by 12 inches. It’s easy to use. 
Postage denominations wanted are 
set by finger tip levers. The meter is 
light, easily removable. Change stamp 
dates by turning a dial. Liberal water 
supply for sealing a lot of envelopes or 
moistening tape. 

Call -any Pitney-Bowes office for a 
demonstration in your own office. Or 
send coupon for free literature. 


FREE: Handy desk or wall chart of latest postal 
rates, with parcel post map and zone finder. 


(L/ your Ad HERE | 

wh ———— 

Ch = . 
PITNEY-BOWES, IN¢ 
1702 Pacific St., Stamford, Conn 


Send free J booklet 


Name 
149 offices in U. S. and Canada. 


Address 


Here the Model 5400 postage meter 
machine is shown with the envelope 
feeder attached — stamps, seals and 


stacks up to 65 letters a minute 


PIPPI IOII 


Postal Rate Chart to: 








SOAPS & DETERGENTS 


TROUBLED WORLD 
OF UNILEVER 


Operating on a global scale 

has its advantages, but it has 

its disadvantages, too. Just 
ask mighty Unilever. 





Two COMPANY chairmen, one in Lon- 
don and the other across the Chan- 
nel in Rotterdam, stood up in front 
of their shareholders some weeks ago 
to deliver substantially the same 
speech. George Cole of Britain’s Uni- 
lever Ltd.* and Chairman F.J. Tempel 
of the Dutch-based sister company, 
Unilever N. V.,+ did not mince words: 
the huge Unilever Group had had a 
trying year—and its troubles, it was 
clear, were far from finished. On a 
slight rise in sales (to $3.8 billion), the 
global soap-and-food giant suffered 
a 13.5° drop in earnings to $145.6 
million. 

“Planta” Episode. Part of 1960’s set- 
back was due to a single episode: the 
case of the antispattering ingredient 
in Unilever’s Planta margarine, which 
blamed for a mysterious skin 
disease that hit thousands of Dutch- 
men last August. This cost Unilever 
$2 million outright and untold losses 
in potential sales; its share of the 
Dutch margarine market fell 20° last 
autumn. Now, though, things are 
looking up somewhat in the Nether- 
lands. “Since then,” said Cole, “over 
half of the lost ground has been re- 
covered.” 


was 


*Unilever Ltd. American Depository 
ceipts. Traded over-the-counter 
price: 22. Price range (1961): high, 2314; low, 
2034. Dividend (1960): 50c. Indicated 1961 
payout: 70c.Earnings per share (1960): $1.93. 
Total assets: $995.6 million 


Re- 
Recent 


‘Unilever N.V 


American Depository 
ceipts Traded 


over-the-counter 
price: 12114. Price range (1961): high, 122; 
low, 10215. Dividend (1960): $2.62. Indicated 
1961 payout: $2.90. Earnings per share (1960): 
$8.08. Total assets: $707.9 million 


Re- 
Recent 


PLANTATION IN THE BELGIAN CONGO: 
it was not a picture of unrelieved gloom 


Far more ominous for the long run, 
in fact, was the growing turmoil in 
Africa. Even though alternative sup- 
plies of oil seeds, such as soya beans, 
are increasingly available in other 
parts of the world, Unilever is still 
top-heavily dependent on the dark 
continent for its raw materials. Here, 
for instance, it gets the palm kernels 
and groundnuts for the margarine, 
soap and edible oils that are its chief 
products. And here Unilever has in- 
vested no less than $370 million, or 
22% of its total capital. 

“It is the Congo, above all, that has 
most attracted the world’s attention 
in 1960,” said Cole, “and it is there 
that, apart from our stake in West 
Africa, we have our largest 
ment—nearly $65 million.” Not only 
were Unilever’s plants and its ten 
huge plantations being badly hurt by 
the blockade of the Congo River and 
the multiplication of currencies, but 
its trading subsidiary, Sedec, was hav- 
ing its own brand of troubles. 

“We endured damage and looting,” 
related Cole, “especially in Sedec 
stores, and in the general terror of 


invest- 








SOAP OPERA 


Unilever is still far and away the world's biggest manufacturer 
of soap, detergents and edible oils. The U.S.’ Procter & Gam- 
ble, however, has been growing faster, is catching up to Uni- 
lever in both sales and profits, with Colgate still a poor third. 


SALES 
1955 1960 
$2,993.4 
965.8 


468.6 


Unilever 
Procter & Gamble 
Colgate-Palmolive 


$3,833.5 
1,441.5 
576.3 
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$126.3 

54.5 


17.1 


PROFIT MARGIN- 
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$1455 42% 38% 
98.1 5.6 6.8 
21.2 = 3.6 3.7 








the time some of Sedec’s customers 
fled, leaving bad debts behind them.” 
Concluded he: “It has been a terri- 
fying experience for everybody, Afri- 
cans and Europeans alike.” 

Flight of Capital. Nor were Uni- 
lever’s African troubles confined to 
the Congo. In Kenya, where it sells 
and services agricultural machinery 
and vehicles, political unrest has led 
to a headlong flight of capital. “This 
has caused the business to run at a 
loss,” said Cole, “and we have had to 
trim it.” In Guinea, too—though Cole 
sees some hope of improvement— 
things have gone badly of late. “The 
application of extreme socialism [in 
Guinea] made it very difficult indeed 
for our company to operate,” said he, 
“and our business was gradually 
brought to a standstill.” 

Unilever could point to some bright 
spots amid the African gloom: Ni- 
geria (“a most successful year”), and 
Ghana (“our business has done well”). 
Even from stormy South Africa came 
good news of record sales and earn- 
ings. “We can report similar results,” 
added Cole, “from the Rhodesias and 
Nyasaland.” Tempel and Cole, in- 
deed, were careful not to draw a pic- 
ture of unrelieved gloom. “Alto- 
gether,” concluded Cole hopefully, 
“the African outlook is less dark than 
one might think.” 

But the influential Financial Times 
of London had the last word in its 
editorial column the next day. “Uni- 
lever, of course,” it warned editori- 
ally, “is far too heavily committed to 
the [African] continent to have any 
real alternative to a policy of cautious 
optimism and a determination to see 
the brighter side of things.” Doing 
business on a global scale, in other 
words, has its downs as well as its ups, 
even for a well-heeled veteran at the 
game. 





Monroe Calculating Machine plant at Bristol, Virginia, covers 200,000 square feet, employs 1,400 people, uses about 
430,000 kilowatt hours of electricity per month. Monroe's room-to-grow site includes 33 acres 


Employees Are Young, Learn Quickly, 
Turnover is Under 1% 


Says Monroe Calculating Machine Co. of its plant 


When Monroe Calculating Machine Company, Division of 
Litton Industries, chose Bristol, Virginia, for its new plant, 
eyebrows were raised at the thought of unskilled labor pro- 
ducing complex business machines. But from the very start, 
manpower has been one of the plant’s greatest assets. These 
young, vigorous Virginians learn quickly, via on-the-job 
training, and efficiently operate screw machines, drill presses, 

j milling machines, cutting machines and machine tools of 
Easily trained through use of on-the-job apprentice all kinds. . » — , 
system, Monroe's Virginia employees are highly pro- Monroe’s Virginia employees are conscientious, dependable 
ductive. Nearby Washington County Technical School and happy with their work, as indicated by a turnover of 
is excellent source for young technical workers. less than 1° These men and women average 28 to 35 vears 
of age, live within a 15 to 20 mile radius of the plant. Absen- 
teeism is low. Employees take pride in their work. 

Is Monroe satisfied with its Virginia location? Best proof 
is that five years after opening the plant, they nearly doubled 
its size. Employment and production have tripled. And 
instead of just one product, the Virginia plant now manu- 
factures a wide variety of calculators, adding and accounting 
machines, and data processing equipment. 

Let us tell you more about the high productivity, the 
dependability of people in Virginia . . . and about the many 
other advantages offered by this state. In confidence, phone, 
wire or write... 


Cc. M. NICHOLSON, JR., Commissioner 
Division of Industrial Development and Planning 


ee - : : Virginia Dept. of Conservation 
Monroe’s 5-Acre Park, with swimming pool for : 
employees, is also made available to churches or civic and Economic Development 
groups for special occasions Employees enjoy recrea- Room 803-FB, State Office Bldg., Richmond 19, Va 
tion. Monroe is known as good neighbor to the Phone Milton 
community. 
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You, too,can find these...and many 
other great competitive advantages in 





progress has been a by-word for natural gas. The growth 
of this young industry over the past decade is an eloquent tribute to the 
nation. For such progress springs from an enterprising people, eager to 
search for better ways to fuel the nation’s economy. > Evidence of this 


progress can be seen in the rich heart of mid-America, served by Texas 


Gas. Companies planning plant locations are invited to check the resources 
of this eight-state region blessed by flexible transportation, good labor and 
abundant natural gas energy. > For a report on the progress of our region TE aASs GAS 


and our company, write to the Public Relations Dept., Texas Gas Trans- TRANSMISSION CORPORATION 
mission Corporation, Owensboro, Ky., for a copy of the 1960 Annual Report. Offices: Owensboro, Kentucky * Houston, Texas 
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STEEL 


TOO LITTLE, 
TOO LATE? 


Where modernization is 

needed in a hurry, Sharon 

Steel has decided to risk do- 
ing things piecemeal. 


THERE is nothing wrong with Sharon 
Steel Corp.* that $76 million or so, 
carefully spent, can’t cure. The ills 
and the remedies are detailed in plans 
that have been sitting on Chairman 
James A. Roemer’s desk for many 
months at headquarters in Sharon, 
Pa. 

Item: High cost, inefficient steel 
furnaces. Two thirds of Sharon’s near- 
ly 2-million-ton ingot capacity is a 
hand-me-down plant that U.S. Steel 
was happy to get rid of after World 
War II. The remaining one third is 
even worse. Estimated cost of a new 
1-million-ton plant: $17.5 million. 

Item: Aging equipment. Estimated 
cost of modernizing two slab heating 
furnaces, for example: $3.5 million. 

Irem: A woefully limited product 
line. Sharon finishes only narrow, 
light-gauge “strip” steels. Estimated 
cost of a “sheet” mill: $56 million. 

Just how badly things can go at 
Sharon without such items as these 
was probably only hinted at by the 
depressing figures Chairman Roemer 
announced last month. On sales of 
$20.6 million in the first quarter of 
1961, lowest quarterly sales except for 
strike periods since the late 1940s, 
Sharon lost more than $550,000. 

Sharon’s troubles are rooted in 
nothing so transitory as the first- 
quarter slump that affected all steel 
companies. An even more serious 
liability than its high-cost steelmak- 
ing furnaces is its embarrassingly 
limited range of just a single fin- 
ished product—strip. Where more 
diversified producers can drum up 
business in many steel-using indus- 
tries, Sharon must live off a relative 
handful. The auto industry alone ac- 
counts for a third of Roemer’s total 
sales. 

Downhill. Worse, the strip steel mar- 
ket is in a long-term decline. With 
many users trending toward wider 
sheet steels, total industry shipments 
of strip are actually lower today than 
they were a decade ago (see chart, p. 
32). So are Sharon’s sales and earn- 
ings. Even last year, a poor one for the 
best in the business, it was hard to 

*Sharon Steel Corp. Traded NYSE. Recent 
price: 30. Price range (1961): high, 31; low, 
21. Dividend (1960): 85c. Indicated 1961 y- 
out: 40c. Earnings per share (1960): $1.62. 
aon assets: $97.7 million. Ticker symbol. 
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Investor, Business 
Hurt by Administration 
Tax Proposal 


Tax reforms are overdue. There are 
two primary grounds for overhauling 
our tax structure. First, to eliminate 
unfairness. Second, to encourage 
America’s economic growth. But cer- 
tain proposed tax changes would ac- 
tually add to the present unrealistic 
tax burden of the shareowner and 
impede the future growth of 
American business. 

These are the proposals to do away 
with the modest relief from double 
taxation on dividend income that 
Congress granted in 1954. In a sig- 
nificant article in the May issue of 
THE EXCHANGE Magazine, Keith 
Funston, President of the New York 
Stock Exchange, presents the cogent 
reasons why the present exclusion 
from taxes of the first $50 of divi- 
dend income should be raised to 
$100, and why the 4% dividend 
credit should be increased to 10 per 
cent. You’ll want to know how the 
Administration’s tax proposals can 
affect you and your country. 


The Future of Shaving 
Since 1901, when Gillette sold 51 
razors and 168 blades, the company 
has encircled the globe and in past 
years its blades have actually been 
used as currency in some parts of the 
world. In what directions has Gillette 
expanded? How has the company 
met the challenge of developing world 
markets? What part has research 
played in its growth? You'll find the 
answers in the informative article 
President Boone Gross has written 
for the May issue of THE EXCHANGE 
Magazine, appropriately titled 
“Look Sharp, Feel Sharp, Be Sharp.” 


Who’s Paying the Dividends ? 
First quarter dividend payments to 
owners of stock on the Big Board 
have set a new record for the 19th 


EXCHANGES 


“NAME 


THE EXCHANGE Magazine, Dept. 7 
11 Wall Street, New York 5, N.Y. 


Enclosed is $1.50 (check, cash, money order). 
Please enter a year’s subscription to THE EXCHANGE 
Magazine. 


consecutive year. Some 78.6 per cent 
of the listed companies made at least 
one dividend payment during the 
period. Of these, slightly more than 
30 per cent declared dividends larger 
than they paid a year earlier. Almost 
62 per cent paid the same amount. 
About 8 per cent made smaller pay- 
ments. Which industries paid higher 
dividends? Which paid smaller? 
Which industry had a perfect record? 
You'll find this information—and 
more—in “Dividends Ring Up An- 
other Record.” 


The Big Board and the 
“Class of 1945”’ 

One thing that can play an important 
part in the growth of a company is 
a listing on the New York Stock Ex- 
change. In “‘1945 New Listings—A 
Look at the Record,”’ THE EXCHANGE 
Magazine has turned a spotlight on 
the 20 companies first listed in 1945 
and still listed today. Some would 
have given an investor a substantial 
increase in market value from 1945 
through 1960. Others went down in 
value in the same period. Some of 
the new entries have become major 
companies in their industry. How 
have their earnings fared? What div- 
idends have they paid? You'll find 
their records in the May issue. 


Many Other Features 
THE EXCHANGE Magazine contains 
many articles of interest to inves- 
tors—and you can get it by sub- 
scription only. It is not available at 
newsstands. To start with the May 
issue—and to help you keep abreast 
of financial news—mail the coupon. 
For only $1.50 you will receive THE 
EXCHANGE Magazine for 12 months. 
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find a company of any size whose 
sales volume wasn’t far ahead of sales 
in 1950. Yet Sharon, the industry’s 
thirteenth-ranking producer, booked 
sales of just $116 million in 1960 vs. 
sales of $135 million in 1950. Earn- 
ings per share have dropped from 
$10.03 to $1.02 over the same period. 
Return on stockholders’ equity has 
plummeted from 19.7% to an all but 
invisible 1.5% last year. 
Nevertheless, Roemer’s ambitious 
plans to do something about the sharp 
decline will continue to sit on his desk 
for some time to come, possibly for 
years. To be sure, Roemer does not 
happen to have $76 million lying 
around, but money is not the real 
reason. For huge as $76 million is for 
a company its size (total assets: $98 
million), Sharon could have had the 
money if it had wanted it badly 
enough. Early this year New York’s 
First Boston Corp., an old hand at 
rounding up cash for hard-pressed 
steel companies, had pulled together a 
group of insurance companies under a 
plan to lend Sharon $52 million. Two 
other companies selling materials to 
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Sharon were lined up for another $16 
million. Sharon could have generated 
the rest itself. 

The Risk. On February 3, Sharon 
directors filed into the board room to 
vote on First Boston’s laboriously 
built financing package. Dead set 
against it, for one, was 76-year-old 
Henry A. Roemer, Chairman James’ 
father. Although he had given up 
the chairmanship in 1957, Henry 
Roemer still shows up for work every 
day, heads the board’s executive com- 
mittee, still speaks with a big voice 
in company affairs. By his cautious 
lights, a long-term debt of $68 million 
piled on just $76 million in stock- 
holders’ equity would raise Sharon’s 
debt ratio to a risky 47% of total 
capitalization. That, Roemer Senior 
argued in the board room, might be 
too heavy a load to bear safely through 
the next few years. 

A portion of the proposed insurance 
company loans, moreover, was to con- 
sist of convertible debentures that 
might, after conversion into common 
stock, cut existing stockholder equity 
in half. On that fateful February 
afternoon, a majority of the 1l1-man 
board chose to see things Henry 
Roemer’s way. They turned the money 
down flat. 

“T must say I was not in accord with 
the board that day,” Vice President 
Wilbur T. Blair, Henry Roemer’s son- 
in-law, said last month, “but 11 heads 
are better than one. Besides, the more 
I think about the debt load we would 
have shouldered and the dilution we 
would have faced on top of it, the 
more I’m encouraged about what 
we've decided to do instead.” 

Piecemeal. With $68 million in bor- 
rowed money, Sharon could have 
built new steel furnaces and a new 
sheet mill. Instead, Sharon’s board 

















has decided to go about both these 
urgent tasks piecemeal. Last month 
Sharon broke ground for a new 1- 
million-ton steel plant that will use 
Sweden’s highly touted “Stora Kaldo” 
oxygen process for making high- 
quality, low-cost ingots. Sharon can 
provide the $17.5 million needed, and 
another $4.5 million for related jobs 
(e.g., modernizing two slab furnaces), 
out of its own pocket. 

“But we haven’t forgotten about the 
sheet mill,” says Wilbur Blair. “Our 
projections show that by 1965-66 our 
long-term debt will be down to just 
$1 million, the Stora Kaldo plant will 
be paid off and we’ll have maybe an- 
other $15 million in cash to spare. 
Then we'll be able to go ahead and 
build a wide sheet mill and borrow 
the money we need with nowhere 
near the amount of dilution the in- 
surance company plan called for.” 

The Other Risk. Plausible as this 
seems, the piecemeal approach is 
risky in its own way. For one thing, 
there is no telling how much further 
the strip steel market may dwindle 
by 1965. There is no telling either 
how much room will be left for yet 
another sheet producer in the steel- 
surplus Pittsburgh-Youngstown area 
Sharon competes in. For such reasons, 
Sharon’s decision to give ingot pro- 
duction top priority strikes many a 
steelman as odd. “What’s the sense of 
making a cheap ingot,” Jones & 
Laughlin Chairman Avery Adams 
once observed, “if you have no place 
to sell it?” 

But Sharon, a steel producer for 60 
years, weighed these alternatives one 
February afternoon and chose the 
piecemeal approach. As things now 
stand, Sharon’s future pretty much 
depends on how smart the decision 
looks a few years from now. 


FINISHING STAINLESS STRIP AT SHARON PLANT: 


a range of just one product 
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PACKAGING 


THE NEW BOSS 


How is Container Corp. doing 

with Walter Paepcke gone? 

So far, at least, remarkably 
well. 


Untit his death a year ago, Walter 
Paepcke ran Chicago’s Container 
Corp. of America* almost as a per- 
sonal possession. In 34 years, Paepcke 
built Container from a $15-million 
business into the largest and most 
profitable U.S. maker of paper ship- 
ping containers and product cartons. 
Container’s one-man show has been 
ended for a year. The logical ques- 
tion: With Paepcke gone, what has 
happened to the show? 

So far, at least, the answer has 
been reassuring to Container Corp.’s 
19,800 stockholders. Under Paepcke’s 
successor, moustachioed, ex-artillery- 
man Wesley M. Dixon, the company 
has had to face stiff competition, much 
of it new, from such papermakers as 
St. Regis, Mead and West Virginia. 
Formerly content with making paper- 
board for others to convert into pack- 
aging materials, these paper giants 
have increasingly moved in on the 
conversion end of the business. 

Holding Its Own. Nevertheless, Con- 
tainer Corp. has managed to hold on 
to its traditional 7% to 8% of the 
$5.5 billion U.S. paper container mar- 
ket. In spite of last year’s recession 
and the stiffening competition, Dixon 
brought Container Corp. through 


*Container Corp. of America. Traded 
NYSE. Recent price: 2734. Price range (1961) : 
high, 2912; low, 234. Dividend (1960): $1. 
Indicated 1961 payout: $1. Earnings per share 
(1960) : $1.57. Total assets: $239 million. Ticker 
symbol: CNR. 


AUTOMATIC PACKAGING OF BACON: 


1960 with record sales ($327 million) 
and earnings ($1.57 a share) that 
were only moderately down from the 
best year in its history. 

Equally encouraging were the re- 
sults that Dixon made public last 
month. During the first quarter of 
1961, when most major U.S. corpora- 
tions were suffering a major profit 
squeeze, Container came through re- 
markably well: on a 2% sales dip, 
earnings had dropped just 12% to 
38 cents a share. Recession or no, 
Container was still covering its long- 
established $1 dividend by a wide 
margin. 


STOCK EXCHANGES 


HIGH TIMES 
ON THE “CURB” 


Despite a major scandal, 
business still booms on the 
American Stock Exchange. 





THE DISTANCE between the New York 
Stock Exchange and the American 
Stock Exchange is far greater than 
the mere extent of Trinity Church 
graveyard, which physically separates 
them in New York’s financial quarter. 
By every measure—number of shares 
listed for trading, value of the shares, 
trading volume—the New York Stock 
Exchange has always been the stock 
exchange. The Amex, although it is 
by far the largest of the 11 other or- 
ganized exchanges in the U.S., has 
always placed a distant second. 
Crescendo. That is, the Amex always 
had placed a distant second, until last 
month when the distance between 


a new sales record in spite of new competition 
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THE KID 
BROTHER BOOMS 


Trading activity on the New York 
Stock has been setting re- 
cords all year long. But the really 
extraordinary surge in trading has 
been on the American Stock Ex- 
change. In the first five months of 
1961 Amex trading just about equal- 

volume in all of 1960 com- 
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them all but totally disappeared 
Trading on the “Curb Exchange” (as 
the Amex was once formally, and is 
still informally, called) has been boil- 
ing up all year in a steadily rising 
crescendo. From 1.4 million shares 
per day in January, volume jumped 
to 3.5 million shares in April. Then, 
through the first two weeks in May, 
daily volume on the Curb suddenly 
shot up again, hit the astounding 
average of 4.5 million shares per day 

This did not quite equal the 4.9 
million average at which Big Board 
volume had been running last month 
But considering the fact that Amex 
brokers have just 1.6 billion shares to 
trade in 951 listed and unlisted com- 
panies, vs. the Big Board’s 6.5 billion 
shares in 1,528 listed the 
turnover on the Amex was substan- 
tially faster. On May 12, in fact, Amex 
volume actually exceeded Exchange 
volume, 5.4 million to 4.8 million. Not 
since October 1929, when trading hit 
a record 7.1 million shares, had the 
Curb seen so much buying & selling 

Profits & Probes. Even as they were 
raking in commissions at an unprece- 
dented rate, however, Amex brokers 
couldn’t help wondering how long 
such activity could possibly last. They 
didn’t have long to wonder. Just three 
days after volume hit its 32-year-high, 
the Securities & Exchange Com- 
mission launched an “extensive” probe 


issues, 
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into the American Stock Exchange 
itself and its members’ activities. This 
followed recent disclosures that two 
partners in the member firm of Re, Re 
and Sagarese had, among other things, 
rigged the prices of some stocks they 
traded as specialists on the Amex 
floor. Gerard S. Re and his son Gerard 
F. had allegedly made illegal millions 
over a six-year period. Said an SEC 
man: “We want to see how something 
like this can happen.” 

The reaction was swift. Where vol- 
ume averaged 4.5 million shares per 
day earlier in the month, it fell to 
just above 3 million shares within 
days. Even so, Amex brokers scarcely 
had cause to complain. That was 
roughly three times the average vol- 
ume last year. As May ended, then, 
they still had reason to wonder how 
long such activity could possibly last. 


STEEL 


PATIENCE 
REWARDED 


For years, Algoma Steel's 
stockholders went without 
dividends. Now they are reap- 
ing the rewards of their 
patience. 


Where Lake Huron meets Lake Supe- 
rior, where in winter the 12-inch- 
thick ice creaks and heaves with the 
strong currents below, there lies the 
lonely iron ore port of Sault Ste. 
Marie. Unexpectedly, in this bleak 
setting stands a huge steel complex, 
sprawling along four miles of water- 
front. But Canada’s Algoma Steel 
Corp.* is notable for more than its 
isolated situation: it is one of the most 
profitable of all North American steel- 
makers. Over the last five years it 
has averaged a 13.8°, return on its 
net worth and produced an operating 
profit margin of 23.9%. Few USS. steel 
producers came even close to that.? 

A Matter of Timing. Last month, in- 
deed, President David S. Holbrook 
was running Algoma’s mills at more 
than 80% of capacity. U.S. companies 
were doing well to hit 70%. Why was 
Algoma doing so well at a time when 
the Canadian economy was not ex- 
actly flourishing? 

Mainly it was a matter of timing. 
Algoma had just begun doing busi- 


*The Algoma Steel Corp., Ltd. Traded over- 
the-counter. Recent price: 40. Price range 
(1961) : high, 4014; low, 3215. Dividend (1960) : 
$1.20. Indicated 1961 payout: $1.20. Earnings 
aah share (1960): $2.30. Total assets: $193.1 
million 


‘Some highly profitable U.S. peapaeiass 
Inland Steei, Armco Steel, U.S. Steel. 
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{LGOMA’S 


ness as the only Canadian supplie: 
of two kinds of steel: the 113-inch 
plate used for major natural gas pipe- 
lines; and heavy beams used in con- 
struction. Having built a mill for the 
beams and enlarged another to han- 
dle the wide (by Canadian steelmak- 
ing standards) plate, Algoma now had 
new products to offer at a time when 
demand for many of its older prod- 
ucts was slack. Since Algoma’s only 
major competition in the two new 
fields came from European and U.S 
producers, Algoma had a clear edge 
in selling its plate and beams. 

Relentless Plowback. This advantage, 
however, did not simply happen. Un- 
der wealthy, eccentric Sir James 
Dunn, who ruled Algoma with an iron 
hand from 1934 until his death in 1956, 
the company poured back into the 
business every cent it earned. There 
were no common dividends until 1957. 
Tight-fisted with dividends, Dunn was 
free-handed where capital spending 
was concerned. He left Algoma in top 
physical shape. Dunn’s_ relentless 
plowback also provided the where- 
withal for such improvements as the 
113-inch plate mill and facilities for 
making heavy beams which were car- 
ried out by his successor, President 
Holbrook. “Today,” Holbrook says 
proudly, “nearly all of our equipment 
is brand new.” 

Nevertheless, Holbrook’s decision to 
make major new products was a dar- 
ing one. The Canadian steel market 


itself is rather small (less than one 
twentieth of the U.S. market) and in- 
dustrially diffuse (“100 miles high and 
4,000 miles wide,” 
describe it). 


as steelmen wryly 
It rarely, therefore, paid 





MAIN PLANT AT SAULT STE. MARIE: 









a daring decision pays off 


domestic firms to make and market 
many special shapes and outsize prod- 
ucts. 


More At Home. In recent years, 
though, as the market grew, more 
items could profitably be made at 


home. Holbrook decided that now was 
the time for Algoma to launch an as- 
sault against some of Canada’s heav- 
ier steel markets. 

Holbrook was right in his timing 
For one thing, the Canadian construc- 
tion industry now offers a continuing 
market for the beams and columns 
that the brand new, $15-million Al- 
goma mill is just starting to turn out. 
“Wide flange beams,” says Holbrook, 
“are imported all the time into Can- 
ada. Last year 300,000 tons came in- 
a dollar value of about $37 million. 
We would expect in normal times to 
capture between 50% and 60° of that 
market.” Last month Holbrook was 
setting out to do so. 

He was doing even better with his 
113-inch plate. Right now, Algoma’s 
newly widened bloom and plate mill 
is working at full blast, rolling plate 
for the 360-mile-long Canadian sec- 
tion of a big new pipeline which will 
carry natural gas from the Alberta 
fields to California. 

This may be only the beginning. An 
era of intense activity for the natural 
gas industry seems to be in the mak- 
ing. Canada’s National Energy Board 
is taking a liberal attitude on power 
exports to the U.S., and Algoma’s 
chances of lining up more major pipe- 
line customers in the years to come 
seem bright indeed. If so, its high 
profitability may well continue for a 
long time to come. 
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MARKET OUTLOOK 


by SIDNEY B. LURIE 


Let's Talk About Stocks 


No QUESTION about it, the “explosions” 
in individual issues are reminiscent 
more of the end than the beginning 
of a move. Moreover, the logic sug- 
gests a slower pace of advance while 
earnings “catch up.” 

But the underlying fundamentals 
are no different than those I've talked 
about since the turn of the year, 
namely: a) A sense of direction is 
more important than statistics—and 
the current sense of direction is up. 
b) Price-times-earnings ratios justi- 
fiably will be higher than ever before 
in history. c) Today’s high volume is 
the “pay-off” for Wall Street’s mis- 
sionary work over the past ten years. 
d) The public’s interest in stocks 
(which are our new status symbol) 
is like the interest in real estate dur- 
ing the Twenties. e) This is the biggest 
market the present generation has 
ever known. 
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In other words, 
there is little I can 
add to what has 
been said in past 
weeks. The tra- 
ditional security 
buying public, to 
differentiate from 
the newcomers 
who know the price of everything but 
the value of nothing, apparently are 
still skeptical. For one thing, there is 
still a balance of odd-lot selling. Sec- 
ondly, I understand that the average 
mutual fund has had an _ increase 
in redemptions, whereas the growth 
funds are figuratively selling like wild 
fire. 

The danger signs to watch for as 
a signal of the end of this phase can 
be summarized as follows: a) new 
highs on less volume, which would 
mean the advance is “thinning” out; 


b) unsuccessful or “sticky” new is- 
sues; c) a collapse of the wild specu- 
lation in the unknown 

Apropos the latter, I that 
many of the neophyte speculators 
who’ve been searching for a “fast 
buck” will later find that their stocks 
represent a new form of Chinese tor- 
ture. It’s not that anything 
wrong with speculation. This country 
was built on speculation by our fore- 
fathers who went across the plains to 
find new homes. But it’s ridiculous to 
chase the will-o’-the-wisp with hard- 
earned dollars. The requisites for suc- 
cessful speculation are no different 
than those required in any business 
and they include faith, knowledge, 
courage, patience, plus the fact that 
the Good Lord has had to tap you on 
the shoulder every so often. 

All this is not meant to imply that 
it’s unwise to look for mobility rathe: 
than stability. Rather, my point is 
that speculation is a common-sense 
business, not a Bingo game. Thus, I'd 
rather talk about stocks than the stock 
market. 

For example, 


suspect 


there’s 


I am impressed by 
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BULL MARKET 
Not Yet 1/2 Over! 


(According to BROKERS’ CREDIT BALANCES) 


There are few real forecasting tools. Most technical tools like the Dow 
Theory and the Cumulative Average simply identify trend changes. 
This is valuable information, but these tools do not really “forecast.” 
However, Barron’s Confidence Index and the Brokers’ Free Credit 
Balance Index ARE TRUE forecasting tools. 


THE BROKERS’ FREE CREDIT BALANCE INDEX is a long-range 
forecaster. While it is rising (as now) you can buy stocks and hold them 
through occasional secondary reactions with reasonable assurance that the 
Bull Market is not yet % over. As we go to press, a healthy corrective 
reaction is overdue—one which could seem like an end of the Bull Market 
to those not trusting the Brokers’ Credit Index. This Index in the past 
4 Bull Markets has topped out about % way up... and has bottomed 
out a few months before a Bear Market bottom. 





For only One Dollar we will send you a chart of this Index showing 
its amazing history from 1948 to date, and explain the sound reasons 
why it works so well. In addition, you'll receive 30 pages of instruc- 
tions and charts on many other technical tools such as: Investment 
Objectives & Philosophy; Inflation; Selection Procedures; CHARTS 
showing Rallying Ability, Decline Resistance, Relative Strength, Vola- 
tility of 47 stock groups; EXPLANATIONS of Normal Moving Aver- 
ages (also of a modified moving average that has twice the 
smoothing-power and half the time-lag of a normal moving average), 
of the Odd-Lot Theory, Barron’s Confidence Index, Advance-Decline 
Index, Volume Characteristics, New Highs & Lows, and “How to con- 
vert short-term capital gains into long-term gains taxed at half rate.” 


You will receive all of the above—-PLUS A 4-WEEK TRIAL SUBSCRIP- 
TION TO THE CUMULATIVE AVERAGE—so you may see for yourself 
just how profitable these technical timing and selection tools can be. For 
an additional $1 we also will send you our twice-weekly Commodity Service 
for one month. Money back guarantee! 


THE CUMULATIVE AVERAGE, DEPT. G-25 
1365 North Lake Avenue, Pasadena, California 


Name 


Address . 














DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 
clared a dividend of 26’2¢ per share on 
the Common Stock, payable July 1, 
1961, to stockholders of record at the 
close of business June 8, 1961. 

D. J. WINFIELD 
May 19, 1961 Treasurer 


SERVING THE MIDDLE SOUTH 
Arkansas Power & Light Company 
Louisiana Power & Light Company 
Utility service by tox-peying, Mississippi Power & Light Company 
made this dividend possible. New Orleans Public Service Inc. 















Wells-Gardner Electronics Corp., a 
company which is almost on a cost- 


| plus basis with its customers. In other 


words, its forte is being able to pro- 
duce private brand television and ra- 
dio sets on a more efficient basis than 
anyone else. Montgomery Ward is 
the No. One customer with Western 


| Auto Supply and Gamble Skogmo 


next in importance. The pluses in the 


1961 outlook are the facts that Wells- 


Gardner has more models in each cus- 
tomer’s store and more customers, too. 

The longer-term pluses rest in the 
following facts. The company is sup- 
plying engineering and manufacturing 
know-how to International Tele- 
phone’s radio manufacturing plants 
throughout the world (and this com- 
pany owns 10% of the stock). Also, 
Wells-Gardner is attempting to de- 
velop a position as a subcontractor in 
military and industrial electronics. 
This year’s earnings should exceed 
the $2.08 per share of 1960. The stock 
sells around 31 over-the-counter and 
the dividend is $1.20. 

United Air Lines (now around 51) 
has just about doubled since I first 
recommended it last year. On long- 
range view, I believe it’s still inter- 
esting, for the Capital merger will 
make the 1962 figures quite good. In 
other words, it will take time to turn 
Capital from a losing into a profitable 
operation. Moreover, United can’t get 
the benefit of consolidating offices and 
developing new routes overnight. But 
traffic is still running well ahead of 
last year—United’s capacity to handle 
passengers will be more than twice 
as large in the second half of this 
year as it was in the first half—and 
the average annual growth rate in the 
next five years should be higher than 
in the past five years. This year’s 
earnings probably will be on the low 
end of the $3-$4 per share area, but 
this guesstimate is after depreciation 
and amortization of $16.50 per share, 
which compares with $12.20 per share 
in 1960. 

In my opinion, Heli-Coil Corp. 
(around 37) is a very interesting 
long-term growth speculation. While 
sales for the fiscal year ended April 
may be 10%-15% below the $8.2 mil- 
lion of fiscal 1960, net profits will be 
about 10% below last year’s $1 mil- 
lion, which means excellent control 
of costs. All of the decline was in 
the grip nut division (a $4-million 
operation normally), which now seems 
to have turned the corner. Inter- 
national Harvester is this company’s 
big customer, as is the appliance in- 
dustry—and both are doing better. 
Heli-Coil itself has two important new 
market potentials: 1) All the big mo- 
tor companies are recommending the 
company’s fasteners for their new 

(CONTINUED ON PAGE 51) 
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ANNOUNCING 


An Extraordinary Value Line Special Situation Report 
onan overlooked industry group where new developments have stimulated 


EXPLOSIVE GROWTH 


and in which we expect the 


STOCKS’ EARNINGS 
TO DOUBLE & TREBLE 


(The stocks herein brought to light are low priced, 
now selling under $5 or $10—and they are undervalued in 








relation to the earning power about to develop) 


“Explosive growth” is a phrase not often used by the 
Value Line organization. Nor is it ever used loosely. 

For this overlooked industry-group—whose gross 
revenues are doubling every 4 or 5 years—the phrase 
“explosive growth” exactly describes the facts. 

Until now, however, certain government policies just 
recently changed, have had a devastating effect on net 
profits of companies in this industry. Until now—and 
not surprisingly—the investment community has there- 
fore virtually ignored this group despite its foreseeable 
key role in one of the nation’s major industries. 

But as the investment meaning of new developments 
becomes increasingly clear, we expect that public in- 
terest in these stocks will increase widely. 

Should you decide to act upon Value Line’s specific 
recommendations now, we suggest you consider a 
“package” of these stocks rather than any one of them. 
(Because most of these issues are low-priced, it is pos- 
sible to purchase several of them—thus achieving the 
benefits of diversification—without an unduly large 
total investment.) 

No stock can ever be free of some risk. But it can be 
said of these stocks that their prospective rewards out- 
weigh any risks that can be visualized. 


GUEST SUBSCRIPTION 


In conjunction with the Guest Subscription offered 
below we will send you a Bonus, without additional 
charge: the 20-page analysis of this long-neglected in- 
dustry and its stocks, which describes the opportunities 
in detail, with specific recommendations for action. 

You will also receive, without charge, the new Value 
Line Reports (80 full-page Reports) on 80 selected 
stocks in 4 other key industries. 

Under this offer, you will also receive—by return 
mail and without additional charge—Value Line’s spe- 
cial report on the Upheaval in Metal Stocks, a guide to 
new opportunities in world metal markets. 

Moreover, in view of what has just taken place in 
the market as a whole, we will send you—also without 
additional] charge under this Guest Subscription—the 


new Value Line Summary of Advices on 1,000 Stocks 
and 50 Special Situations. With this valuable guide, 
being released this week, you can make an immediate 
check of every leading stock you are concerned about, 
as to its probable Market Performance in the next 12 
months, its Appreciation Potentiality over the next 3 
to 5 years, its Quality, and its estimated future Yield. 

And for the special “guest” price of only $5 you 
will receive (a) the next 4 Weekly Editions of the 
Value Line Survey with full page reports on each of 
300 additional stocks, (b) a new Special Situation 
Recommendation, (ce) four “Especially Recommended 
Stock-of-the-Week” Reports, (d) Business and Stock 
Market Prospects (weekly), (e) List of Selected 
Stocks to Buy and Hold Now (weekly), (f) The Value 
Line Business Forecaster (weekly), (g) “What the 
Mutual Funds Are Buying and Selling,” (h) “What 
Company Officers and Directors Are Buying and Sell- 
ing” (weekly), (i) Weekly Supplements, (j) 4 Weekly 
Summary-Indexes including all changes in rankings 
to date of publication, and (k) Arnold Bernhard’s new 
book “The Evaluation of Common Stocks” (regular 
$3.95 clothbound edition published by Simon & 
Schuster). 


To take advantage of this Special Offer, 
fill out and mail coupon below 


Name 





Address 





City State 





Send $5 to Dept. FB-178L 


THE VALUE LINE 


INVESTMENT SURVEY 
5 East 44th Street, N. Y. 17, N. Y. 
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INSURED SAVINGS 
plus FREE 
TRAVEL ALARM 
CLOCK 





When you open an account of $2,000 or more, 
or add $2,000 or more to your present account 
(or SEND FOR FREE FOLDER of sterling silver 
gifts for new savings of $1,000 or more) 
OPEN YOUR ACCOUNT NOW 
SAVE BY MAIL « AIR POSTAGE 
PAID BOTH WAYS 
* Each account insured to $10,000 by the Fed- 
eral Savings and Loan Insurance Corporation 
* Resources, $265 million * Founded 1920 
* Reserves over $23 million, more than TWICE 
Federal requirements x Legal for corporate 
pension, trust, church and credit funds 
* Funds received or postmarked by the 10th 
earn interest from the Ist of the month 


Current 
0 Yearly 
Rate 


ams interest 
Paid or 
Compounded 
Quarterly 





Mail Check or Request Financial Statement 


AMERICAN 
SAVINGS 


AND LOAN ASSOCIATION 


SPECIAL MAIL DIVISION, DEPT. 120 
210 E. PHILADELPHIA ST., WHITTIER, CALIF. 








Opportunities in WARRANTS 


if you are interested in making each $1 do 
the work of $100 or $1,000 in a rising 
market—then you should be interested 
in common stock WARRANTS. 

@ What are warrants? 

@ How is it that each dollar wisely in 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

@ How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely- praised and 

enly full-length study of its kind—'‘'THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
you should know about, send $2.00 to 

R. H. M. Associates, Dept. 

F-180, 220 Fifth Avenue, New 

York 1, N. Y. or send for 

free descriptive folder. 











The Board of Directors of 


CONSOLIDATION 
COAL 
COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 35 cents per share on 
the Common Stock of the Company, pay- 
able on June 14, 1961, to shareholders 
of record at the close of business on 
May 26, 1961. Checks will be mailed. 

JOHN CORCORAN, 

Vice-President & Secretary 
May 15, 1961. 
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THIS SEEMS to be a good time to re- 
view some popular assumptions. 

© Most people assume that this is 
a very strong market—that every- 
thing is going up. Actually, share 
prices as measured by the averages 
were in a trading range from April 
10 to May 16. The “market” made a 
new high on April 11 and was unable 
to duplicate that high for five weeks. 
Some NYSE sstatistics listed below 
show that all stocks are not going up. 

e Most people assume that the 
market is very active, that turnover 
is exceptionally high. At the end of 
April, there were more than 6.5 bil- 
lion shares listed on the NYSE. In 
the first 44% months of 1961, around 
456 million shares were traded. This 
means that trading was at the annual 
rate of about 1.2 billion shares, which 
would mean an annual turnover of 
about 18.6% of listings. In other 
words, even assuming there are no 
duplications of trading (and there 
are many), at the rate of trading thus 
far this year, 81.4% of all the shares 
listed will not change hands at all 
in 1961. The turnover of ownership 
currently is not “large” in relation to 
increased listings. Turnover in 1928 
was 132%, or seven times the current 
rate. Turnover in 1929 was 119°, 
six times the current rate. 

@e Most people assume that all 
stocks are selling at high price/earn- 
ings ratios. Actually, there is no uni- 
formity in price/earnings ratios. The 
average price/earnings ratio of the 
stock in the DJ industrials (a highly 
representative list) is around 21. 
Some good stocks, however, are sell- 
ing at only 10 or 12 times per share 
profits, while others are selling at as 
much as 100 times. To most sophisti- 
cated people, price/earnings ratios 
mean nothing whatever unless related 


—SHARE STATISTICS— 


Week Issues Issues Issues Issues 
Ended Traded Higher Lower Unchanged 


Mar. 3 1,459 797 521 141 
Mar. 10 1,469 683 665 121 
Mar. 17 1,456 872 443 141 
Mar. 24 1,457 641 692 124 
Mar. 31 1,433 744 530 159 
Apr. 7 1,456 721 619 116 
Apr. 14 1,466 668 666 132 
Apr. 21 1,483 632 714 137 
Apr. 28 1,470 522 820 128 
May 5 1,466 914 418 134 
May 12 1,475 726 585 164 











MARKET COMMENT 


A Problem of Perspective 


by L. O. HOOPER 


to the quality and 
prospects of the 
individual issue. 

e Most people 
assume that stock 
prices are deter- 
mined by = such 
things as earnings, 
dividends, “confidence,” rates of 
growth, general news and news con- 
cerning individual companies. This is 
true only to the extent that such fac- 
tors influence the demand and supply 
of shares. 

When institutions concentrate thei 
demand in a relatively few seasoned 
stocks of major companies, and al- 
most always buy and seldom sell, and 
when, moreover, the individuals who 
own these stocks are unlikely to sell 
them because of the capital-gains tax 
liability, the law of supply and de- 
mand causes prices to rise. When a 
syndicate encounters a demand for a 
new issue larger than the supply of 
shares available, prices rise regard- 
less of the value of the stock. Stock 
prices are made by supply and de- 
mand, and, in the last analysis, by 
nothing else. 

e Most people assume that they 
always can sell their stocks at the 
prices quoted in the newspapers. 
Actually, only a very few shares can 
be bought or sold at the last price 
quoted. The supply is quickly ex- 
hausted in a rising market, and the 
demand is even more quickly sup- 
plied in a falling market. 

These are things that many new in- 
vestors don’t know, and things that 
many would-be professionals seldom 
mention—and apparently seldom think 
about. If you want to keep a perspec- 
tive in this present situation, bear 
them in mind. 

There’s nothing sacred about sea- 
sonal trends in stock prices, but his- 
toric precedent shows that the stock 
market is more likely to rise in June, 
July and early August than at almost 
any other time of the year. The 
probability of a good midsumme1 
market this year is high—unless 
there are unusual outside influences. 
That probability, in my opinion, has 
been increased by the less vigorous 
character of the advance in late April 
and early May. The market has had 
the rest it needed after the sharp 
winter rise. 

Richfield Oil Corp. (50 for the new 
stock) has had quite a setback. On the 
basis of earnings of $4 a share (after 
depletion and depreciation) and a 
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cash flow of around $8 or $9 a share, 
this stock looks cheaper than most. 
Some people have been concerned 
about the gasoline price war in Cali- 
fornia. Richfield makes its money 
out of oil and gas production, with re- 
fining and distribution secondary. 

H.L. Green Co. (29) looks like a 
good speculation, based on the ex- 
change of stock offer about to be 
made by McCrory Corp. The plan is 
to offer one share of 442% convertible 
preferred ($20 par), plus a detach- 
able warrant to buy common stock 
in McCrory, for each common share 
of Green. The preferred would be 
convertible at 27 into common as long 
as it is outstanding, and the warrant 
would entitle the holder to buy 1% 
shares of McCrory common at $20 a 
share for a 15-year period. McCrory 
common is selling at around 24 as 
this is written. Some people think 
McCrory can earn $1.60 to $1.80 a 
share this year and close to $3 a share 
next year on the common. McCrory’s 
new management is highly ambitious. 

There has been some interest in 
Kratter Corp. A (around 25) re- 
cently on the basis of the company’s 
$1.44 annual dividend which may be 
increased and which is a return of 
capital rather than a taxable dividend. 
Kratter is a big, diversified real-estate 
holding company. It pays out its en- 
tire cash flow, which is mostly de- 
preciation, in dividends. For a per- 
son in 50°, tax brackets, a 6% return 
on this stock is equal to about a 12% 
return on a taxable dividend. 

For a speculative investor willing to 
be patient, Tidewater Oil Co. (around 
28) looks interesting. This is the 
basic operating company in the Getty 
oil empire. The common stock is 
highly leveraged, and the Gettys have 
to make this company good if their 
empire is to grow. Earnings in the 
first quarter were 73c a share against 
36c a share in the same quarter a 
year ago. It is improbable that suc- 
ceeding quarters will be quite as good, 
since the conditions necessary for re- 
finery earnings were exceptionally 
good in the first three months of this 
year. Much has been done to reha- 
bilitate Tidewater, which for years 
was a neglected company. 

Among the quality stocks, I like 
Aluminium Ltd., B.F. Goodrich Co., 
Ford Motor Co., General Motors Corp. 
(which seems far behind the market 
at 48), Standard Oil (New Jersey), 
Halliburton Co. (which seems to 
have turned the corner), Phelps- 


Dodge Corp., United Shoe Machinery | 
As a growth | 


and The Kendall Co. 
stock, I think a strong case may be 


made for American Research & De- | 
velopment; the stock at 35 is off from | 


a high of above 42. 
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In a word — carefully. 


from — there are. 


Differences in research aid .. . 


Merrill Lynch. 





How should you pick a Broker? 


Not because there aren’t any number of fine firms to choose 


But even among the finest you still find differences, 


Differences in customer service . . . 
Differences in physical facilities . . . 


Differences in personnel training and, most important of all, 
Differences in fundamental policy. 
To help you decide about us, we've just prepared a 32-page 
booklet that explains in detail just who we are, just what we 
stand for, just what you can expect when you do business with 


We'll be happy to mail a copy of “This is Merrill Lynch” to any- 
body who owns stock — or wants to. 


We think you'll find it makes interesting reading. Just address — 
Department §D-42 


. e . 
Merrill Lynch, Pierce, Fenner & Smith Inc. 
Members New York Stock Exchange and other principal 
Stock and Commodity Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
142 offices in U. S., Canada and abroad 








MY SMARTEST 
INVESTMENT OF ALL 
WAS THE 5 BUCKS 


From a Barron’s reader 
Like many other men, I was a hit-or-miss in- 
vestor—who too often missed. One day I saw 
a Barron’s ad in the paper, and it made sense. 
So I sent in my $5 for a trial subscription. 

I remember the first issue I got, because it 
made me change my mind about a stock I was 
going to buy. 

Since then, every issue of Barron’s has given 
me information on industries and on a number 
of companies. Barron’s tells me how they are 
doing and where they are going—the kind of 
information I’ve got to have to pick good 
investments instead of lemons. 

That’s how Barron’s has helped me increase 
my capital. You can’t read it without be- 
— a better judge of investments. 

And my smartest investment of all was the 
five bucks I paid for Barron’s itself. 

No other business or investment publica- 
tion is like Barron’s. It is written for the man 
who makes up his own mind about his own 
money. It is the only weekly affiliated with 
Dow Jones, and has full use of Dow Jones’ 
vast, specialized information in serving you. 

Barron’s subscription price is $15 a year, 
but you can try it for 17 weeks for only $5. 
This trial subscription brings you: 

Everything you need to know to help you 

andle your business and investment affairs 
with greater understanding and foresight . . . 
the investment implications of current political 
and economic events... the perspective you 
must have to anticipate trends and grasp 
profitable investment opportunities. 

for yourself how important Barron’s 
can be to 
ax it for 17 weeks for $5. Just tear out this ad 
and send it today with your check for $5; or 
tell us to bill you. Address: Barron’s, 392 New- 
bury St., Boston 15, Mass. F-61 


ou in the eventful weeks ahead. | 


NATION'S 
LARGEST 


FEDERAL SAVINGS 
ASSOCIATION 


pays you Ai on savings 


DIVIDENDS PAID QUARTERLY at 
rent annual rate « World-wide savings service for 


4%% cur 


170,000 individuals, corporations, and trusts in 
S) states, 73 foreign countries « Same, sound man 
agement policies since 1925 + $38,000,000 reserves 
+ Resources over $600,000,000 «+ Accounts insured 
by Federal Savings & Loan Insurance Corp. « Man 
and wife can have up to $30,000 insured « Funds 
received by 10th, earn from Ist + We pay air mali 
both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 


FREE FINANCIAL GUIDE: “The California Story” 
contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 


fa 





California Federal Savings & Loan Assn. 
Box 54087, Terminal Annex, Los Angeles 54, Calif 


Please send free ‘‘The California Story" and 
Cal Fed MAIL-SAVER © to 
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gets you — 
Reliable 

Advice 

SINCE JANUARY 1960 WE HAVE 
RECOMMENDED ONLY 7 STOCKS’ 


Brush Beryllium @ 2 now 51'% 
Philips’ Lamps @ 101% now 155% 


A. C. Nielsen @ 26 now 584 
Manpower, Inc @ 39% sold 51'2 
Sanborn Co @ 53 sold 63 
C-E-I-R @ 27 now 64 
Nuclear Materials © 63 now 95 


Since our recommendation, 3 
stocks have been heavily bought 
by Mutual Funds, and 3 have split. 
During the next year, the REPORT 
again plans to recommend a 
limited number of unique Special 
Situations for anticipated substan- 
tial capital gains. We recommend 
when to buy and when to sell. 
Many subscribers are brokers. For 
an annual subscription (published 
monthly ) including our forthcom- 
ing new recommendations for the 
next 12 months — fill in coupon. 
Send to: 
THE LAZARUS REPORT 
17 East 48th Street, N. Y. 17, N. Y. 


Enter my subscription for one year 











Enclosed $20 Bill me 

Name . = 
Street 

City State __ F-6 





*current prices 5/15/61 








A $10,000 
MISTAKE 


A Wall Street Journal 
Subscriber's Experience 


After years of slow progress, I decided to 
broaden my outlook by finding out more 
about what goes on in the business world 

One thing I did was to subscribe to 
The Wall Street Journal. Believe me, it 
has paid off. The reports in The Journal 
come to me daily. I get the facts in time 
to protect my interests or seize a profit 
Last vear I earned $5,000 more than the 
previous year. Why didn’t I subscribe to 
The Journal two vears sooner? I was 
wrong not to. It was a $10,000 mistake 

This story is typical. The Journal is 
valuable to owners of small businesses 
It is a wonderful aid to salaried men 
making $7,500 to $25,000 a year 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you, Address: The Wall Street Journal, 
44 Broad St., New York 4, N. Y. 


FM 6-1 











STOCK ANALYSIS 





A Changing Pattern 


THE STOCK MARKET has been changing 
its pattern in the past few weeks, with 
all signs pointing to a continuance of 
the bull market and the shifting of 
emphasis to issues which have a 
stronger potential in earnings recov- 
ery in a cyclical business upturn. This 
switching of leadership points out the 
necessity of not going to sleep with 
stocks which may have done extreme- 
ly well in the early stages and sub- 
sequently give a neutral or poor 
performance. 

Over the past year or so the market 
has capitalized, and been captivated 
with, issues in the leisure time field. 
But holders of some of the shares in 
the boat and engine field realize what 
little participation they have had in 
the upturn which has been under way 
since November. Similarly, automatic 
vending issues which were outstand- 
ing successes in 1960 are now reflect- 
ing a lack of earnings progress. Some- 
how, the market does not take kindly 
to growth unless it is evident quarte: 
by quarter, and any lapse from a 
continuous trend is almost unforgiv- 
able. 

From here on the market should 
have the benefit of more sustaining 
business news. Copper stocks are 
benefiting from the upturn in the 
price of copper. The recovery has 
carried Anaconda from last year’s 
low of 42% to not too far from its 1960 
high of 68%. Anaconda has accom- 
plished a great deal in recent years, 
reducing its debt to $76.3 million at 
the end of 1960 from $95.5 million two 
years earlier. Working capital at the 
end of last year was $20.35 a share. 
The $2.50 dividend paid last year 
could be increased in view of the past 
generous dividend policy. Anaconda 
has spent $542 million since 1952 on 
plant expenditures, or the equivalent 
of over $50 per common share. I 
continue to favor issues such as this. 

One characteristic of the market has 
been the willingness of investors to 
purchase issues in new industries. Un- 
fortunately, most of these are rela- 
tively small and developing com- 
panies. There are many corporations 
where new developments are becom- 
ing quite sizable and where the bet 
is not all made on the success of a 
new product. Beech Aircraft Corp. 
impresses me as an interesting long- 
range vehicle on this basis. In addi- 
tion to its indicated growth in the 
private plane and business plane field, 
this company is acquiring a great deal 


| of valuable experience in the cryo- 





by LAWRENCE LEWIS 


genics field. The 
company operates 
a facility at Boul- 
der, Colo., where 
volume has been 
building up to $3.5 
million to $4 mil- 
lion annually from 
some $2 million a few years ago. This 
operation is capable of doubling in the 
next few years and, meanwhile, par- 
ticipation in the cryogenics industry 
can be achieved in a company which 
is strong in its own right and is in a 
growth field. 

Beech Aircraft started the first 
quarter of the fiscal year, which ends 
next September 30, with a poor state- 
ment, showing 22c a share compared 
with 47c a share a year earlier. The 
March quarter showed 28c vs. 46c.a 
year earlier, and succeeding quarters 
should show an improved profit mar- 
gin trend. Finances are strong, with 
total current assets on March 31 of 
$50.1 million to total current liabilities 
of $22.5 million. Cash and marketable 
securities were in excess of $8 million 

Ford Motor Co. seems to be chal- 
lenging the all-time high for the stock 
The improvement in sentiment toward 
the issue is interesting inasmuch as 
earnings for the current year are apt 
to be below the $7.79 a share earned 
in 1960 and the $8.23 a share earned 
in 1959 as well. The current enthusi- 
asm for the stock, I feel, is justified 
on the basis that earnings are in an 
ascending pattern and that the divi- 
dend payout is still low in relation to 
earnings and financial strength. The 
stock also can be considered as a 
candidate for a split. As of March 31, 
the company had cash and marketable 
securities of $853 million, with cur- 
rent liabilities of $778.6 million. 

It would be no surprise if a fur- 
ther offering should be forthcoming 
from the Ford Foundation of part of 
its holdings. There have been three 
previous offerings: 64142 a share on 
January 18, 1956; 56% on March 31, 
1959; and a block of 2 million shares 
at $82 a share in December 1959. Un- 
der present market conditions I would 
not expect an additional supply of 
publicly owned stock to alter the 
favorable approach to Ford Motor. 

The changing market pattern has 
resulted in a more favorable approach 
toward the rubber shares. U.S. Rub- 

(CONTINUED ON PAGE 50) 





*Mr. Lewis, partner of Pershing & Co. of 
New York City, is a guest columnist for Mr 
Heinz H. Biel, who is on vacation 
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It's good 
to own growth stocks 


The following tabulation shows you why, and it also shows you 


the good results you may expect from a carefully researched serv- 
ice such as “AMERICA’S FASTEST GROWING COMPANIES.’ 
PERCENT CHANGE IN MARKET PRICE 


12 Months 4 Months 
to 12-31-60 to 4-30-61 


Dow-Jones Industrial Average ; / + 10° 
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Investment Trust Average... : 2% 13% 
AMERICA’S FASTEST G ROWING COMPANIES 32% 25% 
AFGC Stocks Owned by John S. Herold. Inc : 3% 33% 


| 





By concentrating on companies which are compounding 
their earning power and value at the highest rates, “AMER- 
Theee are ICA’S FASTEST GROWING COMPANIES” has been able 
to give its subscribers a wealth of profit-making information. 


AMERICA’S FASTEST GROWING COMPANIES Here are some highlights of the current issue: 


as », 1961* 
as of June, 1961 e GROWTH STOCK PORTFOLIO OF JOHN 8S. HEROLD. 
Addressograph- Multi. Haloid Xerox Prentice-Hall, Inc 


Aerojet-General High Voltage Engin. Procter & Gamble e YEAR-TO-YEAR PROFIT GROWTH OF 148 STOCKS. 
Akron Brass Holiday In Purex Corp 


Akron Brass Holiday Inns ston e NEW GROWTH COMPANIES ADDED TO AFGC LIST. 

Amer. Express Co. Hudson Vitamin Prods. e GUIDE TO INVESTMENT SELECTION. 

Inland Credit Corp. Reza Dra 4 a 7 PRICE RE¢ _— OF = STO _ ail 

Apache Corp. Inter. Bus. Mach. nicharas Merrell ioe. GROW TH ( OM E ANY FI ROGRESS & PROSPECTS. 

Automatic Ret. of Amer a mong oh, a y-4 es e GROWTH STOCK ARITHMETIC. 

Avon Products e TRANSACTIONS BY “INSIDERS” AND TRUSTS. 
Jamesbury Corp. a re e GROWTH STOCKS WITH REASONABLE PRICE TAGs. 

rng paheretoioe Seott o Fetzer 


— <= a — a. © M. & ome 
au ounse! Ss Pac. . . . 
Beico Petroleum Corp. ST oe ity Mf, Mir if you are a serious investor who does not have to be 
ered -~ i Litten Industries ith ‘Kline & French told what stocks to buy or sell, but prefers to make his 
‘ood § or es . . 

Bowmar Instruments — -_ YY - en. Prede. own decisions on the basis of carefully presented facts, 
radiey,. } on Co. Stes a Shep - > "avs "ae CT . ING % > er . 

~ Salusben Ges AMERICA’S FASTEST GROWING COMPANIES” will 


cA. Ie, Specialties be of unusual interest and value to you. 
lanpower, Inc. 

ath c arter Paint Co. Talcott (James) 
- pg my — a Electric If you would like to examine “AMERICA’S FASTEST 
jcDonnell Aircraft Tech. Materiel GROWING COMPANIES,” review its past record in ate 
eadow brook Bank Texas Instruments : ’ ~ ong 


ierck & Co Thermo King detail and use it on a 3-month trial basis, with privilege of 
Miles Laboratories pson Fiber Glass 


Colambia Breadcasts. Minn. Brewing Co. P- g Ly, 4 cancellation and full refund, merely fill in and mail the 
Curtis Industries Minn. Mining & Mfg. Tractor Supply form below. 


Amer. 


Anken Chem. & F “a 
A Co 


Brush Beryllium 


Calif. Liquid Gas 


BERERERERE 





Diebold, Inc. National Biscuit Ce. Union Bank, A. 
Diners’ Club National Propane United Financial 


Drackett Co poe eae th ga U. S. Vitamin JOHN S. HEROLD, INC. 


Universal Match 
New Jersey Nat. Gas Jpjohn Co. 25 Greenwich Ave. > Greenwich, Conn 
Eastern Lime ? s A. C. . ‘a —— 
Emerson Elec. Mfg. ; y — = Please start my three months trial subscription to 
N ich Ph 1 tl " + ‘ 2 
orwich Pharmaca t+, America's Fastest Growing Companies 
First S ‘harter Finan. ssociat 


arian ates 

First Nat'l Bk. of Chi- Orange & Rockland Util. ba gy Mp the monthly service which systematically uncovers the leading 
Fleming Co. growth companies and keeps subscribers constantly advised on 
hey ~ Power & Light Pacific Hawaiian Prods. _ their progress and prospects. 

Paddington Corp. algreen Co. : . 
Franalin Life Ins. Pall Corporation Walter (Jim) Corp. (This trial offer extended to new readers only.) 

rankiin Pan Amer. Selpher rner-Lambert 

Papercraft Corp “oe. \ 
Peabody Coal " he ame .. 
General Foods Corp. . 
General Instrument . : 
Georgia-Pacific Corp. Pioneer Finance Co. vinn-Dixie Street 
Glass-Tite Industries Plough, Inc. Witco Chemical Co. 


*COMPANIES ARE ADDED to this list when their earnings growth meets the 

standards set by the service. G-FO13 
COMPANIES ARE DROPPED when their rate of growth fails to keep up with the Please send bill for $10.00 CO Enclosed is check 

ae eae ay ee ee Sere Oey Oe Le ST eT Oe (Send payment with your order and we will include free our latest 
Panograph a picto rial presentation of relative standing of the 148 stocks 
overed in "GC 
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CURRENT RATE 
ON INSURED SAVINGS 


Ain* 





BINVESTMENT POINTERS 


by J. DONALD GOODWIN 











Front Runners 


IN SPITE OF international uncertain- $52.2 million and 
ties and some poor first-quarter $2.84 per share, 
Earnings paid or compounded quarterly earnings statements, the general mar- respectively, in 
















Southern California's oldest, 
one of the nation's largest savings 


ket has performed very well during 1959. Removal of 
recent weeks and has seemed to pay the 15° New York 
little attention to “bad” news. It is State excise tax 
possible that the Dow-Jones indus- on _ cigars this 
trial average will back and fill a July should en- 
while longer. However, this column able the company 
continues to be of the opinion that the | to show increased sales in the second 
major trend is still up and that before — half. Thus, for the full year, sales are 
too many weeks go by the industrial estimated at around $53 million to 
average will be above 700 and on its $54 million. Earnings should also 
way to 750 plus. In the forefront show improvement and could recove: 








and loan associations 
_——e 










In 76 years this trustworthy 
institution has never missed a divi- 



















dend nor closed its doors on a 






business day. 


Its savings accounts are held by 





investors throughout the United 





States, and are exempt trom per- 




















sonal property tax in California. of this advance should be those com- to $2.50 per share. It is this column’s 

NE er ay PONS ere panies which have not been over- guess that the current $2 annual 
$10,000 by Federal Savings and boomed to date and which still offer dividend will be continued. 
a ae Corperstion. A attractive values. This column has Over the past few years, Bayuk has 


attempted to point out such values spent many millions of dollars on 
in the recent past, and I will continue advertising, the introduction of new 
to do so in coming months. lines and the development of new 

Readers, at this time, might want to types of packaging machinery and 
consider Bayuk Cigars, third-largest cigar vending equipment, all of which 
cigar manufacturer accounting for should augur well for increased sales 
about 13% of total industry output. and earnings in future years. Fi- 
The company’s brands, which are  nances are sound. At the end of last 
priced from five cents to 35 cents, in- year, the ratio of current assets to 
clude Phillies, Webster, John Ruskin, current liabilities was 4.2 to 1. Work- 
Royalist, Flor de Melba, Seidenberg, ing capital amounted to $24.8 mil- 
Tom Moore, Cinco and Henrietta. In lion. Capitalization consists of $10 
recent years, the popular Phillies has million in long-term debt and 680,- 
been expanded to include new sizes 600 shares of common stock, of which 
and shapes in order to attract new 18% is controlled by management. 
cigar smokers, particularly younger Price range since 1959, 58-28. The 







number of accounts may he ar- 
ranged to provide insurance pro- 
tection for all of them. 


- . 
Corporation accounts are ac- 





























cepted and insured. 

Funds received by the tenth of 
any month earn from the first of 
that month. 








Assets Over 180 Million Dollars 


Best Place Te Save Sonce 1835 
































men. stock is now around 37, where a base 
Convenient postage-free mail service Sales and earnings last year were pattern appears to have been com- 
SEND COUPON FOR FULL INFORMATION $50 million and $2.13 per share vs. (CONTINUED ON PAGE 52) 


P.O. Box F-2592, San Diego 12, California 
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OR RL A IRD EE 
THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 
is starting its 31st year. The reason... 


it’s a (Not an advis- 
ory service. or free brochure F14. 


WYCKOFF ASSOCIATES, INC. 


40 S. Fairview Park Ridge, Illinois 
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IS TIME RUNNING OUT 
ON ELECTRONICS PROFITS? 


3 Stocks Under $30 for Exceptional 1961-62 Gains 








Get New Evaluations On 
178 Leading Electronic Stocks 


Acme Elec. 
Acoustica Assoc. 
Admiral Corp. 
Advance Indus. 
Aerojet-General 
Aerovox Corp. 
Air Products 
Allied Control! 
Altamil 

AMP Incorp 
American Bosch 
American Elec 
Ampex Corp. 
Amphenol -Borg 
Anken Chem. 
Assembly Prods 
Audio Devices 
Aveo Corp. 
Avnet Elec. 


Baird Atomic 
Barnes Eng 
Barry Wright 
Beckman Instru 
Bell & Howell 
Birtcher 

Bogue 

Burndy Corp 
Burroughs Corp 


Carwin 

Cenco instru 
Clarostat Mfg 
Clevite Corp. 
Cohu Elec 
Collins Radio 
Cons. Elec. tnd. 
Controls Co. 
Control! Data 
Cook Electric 
Craig Systems 
Cubic Corp. 
Cutler-Hammer 


Data Control 
Daystrom Inc 
Digitronics 
Dymo Indus. 
Dynamics Corp 


Eastern Indus 
Edgarton G. & G 
Eitel-McCullough 
Elect. Accounting 
Elec. Assistance 
Electronic Asso 
Elect. Commun. 
Elect. & Missile F 
Electronic Resch 
Electronic Spec. 


Electr. Corp. of Am. 


Electro-Instru. 
Electro Refrac. 
Electro- Voice 
Emerson Elec 
Emerson Radio 
Epsco Inc. 
Erie Resistor 
Ets, Hokin 


Fairchild Cam 
Farrington Mfg 
Federal Pacific 
Foxboro. Co. 
FXR 


G-L Electr. 
Gen. Dynamics 
Gen. Electric 
Gen. Instru. 
Gen. Prec. Eq 
Gen. Tel. & Tel. 
Gertsch 
Giannini Controls 
Glass-Tite 
Grumman 
Gulton Ind. 


Haloid Xerox 
Harmon- Kardon 
Hathaway Instr. 
Haveg 

Hazeltine 

Hewitt Robins 
Hewlett-Packard 
High-Voltage Eng. 
Hoffman Electr. 
Hofman Labs 


Indiana General 
Infrared Indus 
Int. Bus. Mach 
Intern. Rectifier 
Intern. Resist 
intern. Tel. & Tel 
Interstate Eng 
lonics 

itek 


Jefferson Elec 
Kennedy (D. S.) 


Lab. For Electr 
Lear Inc. 

Leeds & Northrup 
Leesona 

Ling Temco 
Liquidometer 
Litton Indus. 
Loral Elec. 

Lytle Corp 


Magnavox Co 
Magnetics Inc 
Mallory (P.R.) 
Manning. Maxwell 
Maxson, W. L 
McDonnell Airc 
Microwave Asso 
Midwestern Instru 
Miniature Prec 
Minn.-Honey 
Moog -Servocontrols 
Motorola Ine 
Muter Company 


Narda Micro 
Natl. Cash Reg 
National Co 

New Hamp. B. B 
No. Amer. Av 
Northrop Corp 
Nuclear-Chicago 


Oak Mfg. 


Pacific Mercury El 
Packard -Bell 

Pall Corp. 
Perkin-Elmer 
Phileo Corp 
Phitips Lamp 
Polarad Elec 
Polaroid 


Radio Shack 
Radiation Ine 


Raytheon Co 
Reeves Snd. 
Royal McBee 


Sanborn Co. 
Sanders Assoc 
Sangamo Elec 
Servomechanisms 
Siegler Corp. 
Sonotone Co. 
Speer Carbon 
Sperry Rand 
Sprague Elec 
Sprague Eng. 
Square D Co 
Standard Kolisman 
Statham Instru. 
Systron- Donner 


Taylor Fibre 
Taylor Instru. 
Technical Opera 
Technology Inst. 
Tel-Autograph 
Telecomput. Corp. 
Texas Instru 
Thompson-Ramo-W 
Tracerlab, Inc 
Transitron El 
Tung-Sol Elec 


Varian Asso. 


Western Union 
Westingh. Elec. 


Yardney Elec. 
Yuba Cons. 


Zenith Radio 
Zero Mfg 








OR investors who still hope to get 

in on the ground floor of the big 

new buying wave now sweeping 
many upward, the 
days for large profits are getting 
shorter. This is the experienced opinion 
of the editors of the SCIENCE & ELEC- 
TRONICS INVESTMENT LETTER...a spe- 
cialized service concentrating on the 
exciting profit opportunities to be 
found in America’s fastest 
industry. 


electronic stocks 


growing 


So rapidly have events been shifting in 
this burgeoning business that some 
companies which were virtually un- 
known just a few months ago are 
already emerging as strong new profit 
leaders. How can these awakening 
giants of tomorrow be detected today 
from among the hundreds of com- 
panies in this field? 


How to Look for Big Gainers 


One way to get a stake in this mush- 
rooming new growth wave is to find 
companies with New Markets, New 
Products, and New Situations. It was 
the development of the new transistor, 
for example, that shot Texas Instru- 
ments from 54 to 193 in less than 5 
years. It was a new market for magnetic 
tape that turned a $675 investment in 
Ampex into $13,700 in less than 4 years. 
And revolutionary uses of new ultra- 
sonic techniques pushed a $1000 invest- 
ment in Acoustica up to $30,000 in only 
2 years. 

To help you take advantage of the 
spectacular profit opportunities that 


Babson Park, Massachusetts 


3 Electronic Stocks; (2) Mas- 

ter Guide to Profits in 178 NAME 
Leading Electronic Stocks, 
and (3) Two issues of the new 
bi-weekly SCIENCE & ELEC- 
TRONICS INVESTMENT 
LETTER, — 


STREET 


Yes, here is my $1. Send me 
at once: (1) Your Report on LJ 


THESE OFFERS ARE OPEN TO NEW READERS ONLY 


are now developing in the electronics 
industry, the editors of the SCIENCE & 
ELECTRONICS INVESTMENT LETTER have 
chosen 3 for big advances in the next 
12 months. 

Each of these 3 stocks is candidly 
discussed in a new Special Report 
called: “3 GROUND-FLOOR GROWTH 
OPPORTUNITIES FOR BIG 1961-62 
PROFITS.” But they are not for the in- 
vestor who wants stable dividend 
payers. They have been selected specifi- 
cally for the man who wants action 
instead. Here’s what you will find in 
the Report: 


3 stocks which all have new markets, 
new situations or new products. All 3 
are in dynamic, fast-growing segments 
of the electronics industry. Each has a 
good, aggressive management behind 
it. All 3 appear to have the unique 
potentials that place them high among 
today’s best profit opportunities. 


Master Guide to Profits in 
178 Leading Electronics Stocks 
This 
descriptions, sales, earnings, dividends, 
profit margins, capitalizations, highs 
and lows on 178 of the best-known elec- 
tronic stocks. 


latest tabulation gives capsule 


§ SPECIAL 
INTRODUCTORY OFFER 
You may have a copy of both of 
these Reports, plus 2 issues of our 
new bi-weekly SCIENCE & ELECTRONICS 


INVESTMENT LETTER—for just $1. Just 
mail the coupon below TODAY. 


SCIENCE & ELECTRONICS Investment Letter 


Published by Spear & Staff Inc. 


Check here if you prefer a 3-month subscription 
at the special rate of $25. (Regular rate $30.) 


ZONE 


ES 1-60D 
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WILL THE 


CAPITAL 
GAINS 
VAX wu 


YOUR PROFITS ? 


Is the Capital Gains Tax 
preventing you from tak- 
ing profits on over-priced 
stocks? If you are now 
holding even one security 
which you would surely 
replace if it were not for 
this tax—-you should read 
Babson’s recent client let- 
ter on the Capital Gains 
Tax. It can be of great help 
to you in making profit- 
able investment decisions. 
A FREE copy will be sent 
to you at once if you will 
simply send us your... 


BABSON’S 
REPORTS Inc. 


Wellesley Hills 81. Mass 
DEPT. F-124 


“Tht Ongena Babson Syston, 


NAME 





ADDRESS __ 

























SOYBEAN REVIEW 


Send $2 for 4 week trial (eight 
issues) with charts. Bean Sta- 
tistical Review and Spreading 
Report sent free. 

Receive 1960 spread record, 1961 
bean trading record, seasonal 
trend chart, daily ranges and 
specific advice. 


NATIONAL 
GRAIN TRADER 


821 Manhattan Bldg., Chicago 5 


Our eleventh year in business. 
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The Interim Technical Review 


Thorough. thoughtful appraisals of current & an 
ticipated stock trends, using well-rounded approach to 
critical selectivity & careful timing, intended for 


Pp 
lators. tMustrated with classic Point & Figure charts. 
Twice month! iy subscription, moderate cost. Com 
plimentary to active brokerage clients 


“ide 
svatue| Members N.Y. Stock Exchange 
® Dept. F-3, 72 Wall St., N.Y. 5. N.Y 


rofessional & sophisticated private investors & specu 


WOLFE & Co. 








High Fashion and Horse Sense 


IF you invest or speculate in common 
stocks, you should make it your busi- 
ness to find out why other people buy 
and sell them. Not so much with the 
idea that it might pay you to emulate 
your neighbor; he may be about to 
lose his shirt, or to make a pot, taking 
risks neither he nor you can really 
afford. But what makes other people 
buy and sell is what makes stock 
prices go up and down; and if you get 
used to thinking in this perspective 
about the various methods and ap- 
proaches to investment and specula- 
tion, you are likely to develop a clear- 
er view of the stock market. 

Your neighbor’s opinion about the 
stock market is important. If he’s at 
all “average,” there are millions like 
him (and like you) who, in the ag- 
gregate, swing a great deal of weight 
in the market. It doesn’t cost much 
to find out what he thinks about stock 
market prospects. You can just ask 
him, or you can look him up in the 
odd-lot statistics and in the figures of 
brokerage credit and debit balances 
(Forses, Apr. 1). 

You should also be informed about 
what makes the professionals buy and 
sell in the stock market. Again, I do 
not mean to suggest that you can al- 
ways afford to do as they do; you may 
not be able to devote the necessary 
attention to the job or you may lack 
the necessary facilities. If you do try 
to learn their ways, be ready to pay 
tuition bills in the form of losses: 
other people’s experience is valuable, 
but you will have to learn mainly 
from your own mistakes. So, while 
you may not intend to lose your 
amateur standing completely, you 
should still be alert to professional 
stock market techniques, because they 
do weigh heavily in the balance of 
supply and demand, and because you 
might pick up some pointers useful to 
the semipro. 

Five days a week, thousands of 
people in and out of New York City— 
amateurs, semipros and professionals 
alike—have Burton Crane for break- 
fast. Mr. Crane has been a stock mar- 
ket columnist since 1923; for the New 
York Times since 1937. On the basis 
of his established routine, and accord- 
ing to my slide rule, he must have had 
over 10,000 interviews with stock 
market professionals during the course 
of these years. He has managed to 
keep a critical ear; and his tone is (no 


' wonder) sometimes acidulous. Hardly 


a wrinkle escapes his notice and he 






TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ 


qualifies as an in- 
vestment profes- 
sional in his own 
right. 

Back in 1958, 
Mr. Crane sat 
down to write a 
book called The 
Sophisticated In- 
vestor. By the time it was printed, 
bound and distributed, almost a year 
had gone by. So, when he decided 
last year to turn out an updated ver- 
sion of the book, he shortened the 
production time lag by putting his 
story on records. It has been avail- 
able for some time now on six long- 
playing sides in an album produced 
by Am-Par Records Corp. under the 
ABC-Paramount label. 

In this portable lecture, Mr. Crane 
talks to you with patience and humor, 
and without avoiding an occasional 
cussword. You may listen to him for 
about two hours straight, or in six 
20-minute installments, and what he 
has to say is worth hearing. But be- 
fore you start, you’d best take the 
phone off the hook, because you can’t 
very well put your finger between the 
records and put them down when you 
are interrupted. 

Mr. Crane tells how sophisticated 
investors fight today’s stock market 
war, and he rolls out the most modern 
professional weapons. The word 
“sophisticated” is certainly appropri- 
ate; my Webster defines it as “de- 
prived of original simplicity, made 
worldly-wise, subtle.” But I suspect 
that many of today’s sophisticated in- 
vestors are yesterday's hard-bitten 
speculators. At any rate, Mr. Crane 
proceeds on the unarguable notion 
that a successful speculation is pref- 
erable to a poor investment. No doubt 
this is a sophisticated viewpoint, in- 
deed it is quite likely a majority view- 
point, today. 

So Mr. Crane discusses quite a 
variety of professional techniques in 
considerable detail. They were evolved 
by experts and he has assembled them 
into a coherent whole that seems to 
bear his personal brand. He tells you 
how he would use them, and he con- 
scientiously emphasizes risks and 
complications. But, he points out, 
there is no substitute for using your 
own head and you've got to use it all 
the time. 

As in virtually all professional stock 





*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange 
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market techniques, the core of Mr. 
Crane’s approach is careful timing, 
which means that if your timing is off, 


proper timing, he is guided, for ex- | WHICH 24 OF THESE 40 STOCKS 


ample, by changes in Federal credit 4 , - 
policies. These can be used to sug- d 

gest when to buy and when to sell THE LNSL ers ARE BUYING . 
cyclical stocks and government bonds, be ; ° 9 
a teks & eat ay ‘dae ... and which 16 they are selling: 


leveraging such commitments by the HERE ARE 40 STOCKS: — Insiders have been buying 24 for a year or 

application of maximum available more; 16 are being sold by officers and directors. Can you tell which 

margins. they're buying and which they're selling? Make your list of buying and 
In this connection, you will prob- selling . . . then send for the Insider Report with the INSIDER FACTS. 

ably be fascinated by the results of You may have the surprise of a lifetime! 

Mr. Crane’s research into the length 


: : E s B 
of time that the stock market ao ALL STATE PROPERTIES ... ... HOLT, RINEHART 
business have tended to move in the ALUMINIUM LTD. Shar KERR McGEE OIL 
same direction in recent years and for AMPHENOL BORG ca. aes KIRBY PETROLEUM 
the length of time they have tended to ASSOCIATED OIL ane LITTON INDUSTRIES 
dverns BRUNSWICK CORP. beaeas LONE STAR GAS 
gi OF —_* h BURLINGTON IND. ae ee MICHIGAN CHEMICAL 

For timing, he also suggests the use CERTAIN-TEED re MICROWAVE ASSOC. 
of various technical methods, includ- CORN PRODUCTS a hes MISSOURI PUBL. SER. 
ing stock charts, although he has some = oa pw BAF att ta by 
eanaglapacnrrndicnnsat heron nd sap ELECTRO SCIENCE Seats NATOMAS CO. 
you a pretty comprehensive survey 0 ELEC. INT. CAP ag eo OLIN MATHIESON 
professionally used technical indica- FAMILY FINANCE sin i PAN AMERICAN AIR 
tors, some of which are illustrated on eee eae, » Bie ai ten hy os 

> wer ” Sannd : AL N Sew alee 
the gs erty poe ress te GENERAL MOTORS ee ea SPARTON CORP. 
so vital, he is not greatly impresse HART SCHAFFNER CAEN tS TEXAS INSTRUMENTS 
by investors’ desires for long-term HAZEL BISHOP pe vit TXL OIL 
capital gains, and he decidedly favors HERTZ CORP. debi akecars VA. CAROLINA CHEM. 
taking losses early. He also has sug- HEYDEN NEWPORT cara Saal VENDO CO. ae ae 
gestions for a modified stop-order THROUGH THE INSIDER REPORT you presidents, the directors of America’s 
technique that should make sense in meet with the men who have the informa- LEADING GROWTH COMPANIES. When 
today’s market. tion TODAY—that makes the financial they buy their own company stock—experi- 

Mr Cr en +h heen news TOMORROW. You see them act ence shows that stock goes up !00% to 
; o oor as very GER GP w=Car before the uninformed public comes stum- 300% more than other stocks. When they 
in his predilection for growth stocks, bling in hoping for the best. hold that stock despite market rises and 
although he approaches them critical- falls it means there's usually favorable 
ly. What vou will probably consider These men are the presidents, the vice- news in store for holders of that stock. 


one of the most interesting features SEND $1.00 TODAY for one month guest subscription to 


on these platters is an explanation of 


how the sophisticated investor ra- 
tionalizes today’s surrealist price 
earnings ratios for growth stocks. (I 


nurse serious reservations about these 


theories, about as many as Mr. Crane 
has about stock charts, but I know I 
am out of step with the world in this 


respect. ) 


The discussion is illuminated by ® 
several references to tables and charts 
shown on the album cover, and Mr. 


Crane shows you a simple way to VIA AIRMAIL 


compare growth rates graphically. He with special survey of 
also advocates keeping a critical eye 


on quarterly and semiannual growth 24 STOCKS insiders ARE BUYING 


rates in an effort to avoid delayed e- , 
surprises of an unpleasant nature— and 16 stocks insiders are selling 
again, a conscious attempt at close 
timing, characteristic of this high- . P. O. BOX 5067, Dept. F14 
fashion approach. Bridwell & Co.  stenterd, Pale Alte, Colifornie 
The whole is tempered by a healthy 
dose of horse sense and there is a | enclose $1.00 for | month guest subscription to the Insider Report and survey “24 
good deal to be learned from Mr. Stocks the Insiders are Buying” and "16 Stocks Insiders are Selling”. 
Crane. Even if you decide his tech- 
niques exceed the scope of your fa- 
cilities, the fact that he strips you of 
many misapprehensions regarding the | 
financial scene should be worth the | 
price of admission. 


Can you tell 
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7 GROWTH STOCKS 
PAYING 6 to 11%! 


in Mexico fastest expanding economy of the 
Americas blue chip stocks offer high divi- 
dends, attractive capital gains 


Detailed, multi-page reports on Telefonos, 
Tamsa, Mexican Celanese, Fundidora, Mexican 
Piywood, Altos Hornos, Banco Nacional now 
available. To get these 7 Reports plus cur- 
rent INVESTORS’ MEXICAN LETTER, only au- 
thoritative capital gains service for dynamic 
Mexico, send $5. (For above, plus following 2 
monthly issues and reports on 8 more growth 
stocks, send $10 
Se ee ee eS Se See eee eee ee eee eS S, 


+ CARL D. ROSS investors’ Mexican Letter, Dept. 8 


F16, Reforma 336, Mexico 6, 0.F. § 
' 








Send me Reports on 7 Mexican Growth Stocks and . 
current issue of IML. 1 enclose $5. ($10 for 3 months’ 
issues, plus all 15 reports, as above.) 


8 City & Sta 
Laas aeeeseeeasessosesaoananoasd 


ONE STOCK 
DUE FOR A RISE 


if we could advise but a single stock this growth 
situation would be it. And now is the time to buy it 
in a steep up-trend with good sponsorship (the Funds 
are buying), this explosive N.Y. Exchange issue may 
offer you rapid gains this year and next. We picked 
this stock from 380 candidates while looking for an 
issue to match the profits ($1000 in 1958 to $5000 
in 1961) offered by Litton Industries. You'll see this 
potential 1961 leader featured as the ‘‘Chart of the 
Week" in our latest weekly report which you may 
receive by sending $1 (new readers only) for a 3 week 
guest subscription to The Trend Analyst letters. Also 
as a bonus you will receive a special report ‘‘Seven 
Rules For Buying Stocks’’ which tells how we picked 
this featured stock. Mail this ad with your name 
address and $1 today to 


THE TREND ANALYST 
Investment Adviser 
Box 4185 Glendale 2, California 





Where To Place Your 


STOP-LOSS ORDER 
Shown By Chartcraft Method 
Of Point & Figure Trading 


Whether you are a beginner or a profes- 
sional trader, this book will teach you 
how to construct a Point and Figure 
Chart, how to recognize chart patterns, 
how to determine buy and sell signals, 
where to place protective stop orders, how 
to forecast market trends, how to deter- 
mine the extent of a move (the “count’’), 
etc. It also contains a section on trading 
in Over-the-Counter Stocks, Convertible 
Bonds and Puts and Calls. 





Since it was first pub- 
lished in 1947, the Chart- 
craft Method of Point and 
Figure Trading has be- 
come a recognized classic 
in the field of technical 
analysis of stocks and 
stock market trends 


64 PAGES 


OVER 100 


After more than a dozen 8%" 111" 
years of applying its bas- 
ic principles in the edit- 
ing of the various Chart- 
craft Advisory Services, these principles 
have now been up-dated and, where nec- 
essary, altered to meet the requirements 
of today’s Stock Market. They have also 
been expanded to include their applica- 
tion to trading in Commodity Futures. 


This is an indispensable tool for the 
trader and investor alike. Send $2.00 for 
your copy today to see how you can bene- 
fit from this proven investment method. 
You have an unconditional 10-day return 
privilege. Send this ad with $2.00 to 


CHARTCRAFT, Inc. Dept. F-26 
(Division of Business Reports) 
One West Ave. Larchmont, N. Y. 
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OVERSEAS COMMENTARY 


by GEORGE J. HENRY 


The Japanese Investment Scene 


THE ECONOMY of Japan has had a tre- 
mendous rise since 1950. Up until 
1950, the ravages of the war years 
had to be repaired. Since then, ex- 
pansion has been general. During 
these ten years, the gross national 
product in real terms (that is, mak- 
ing allowance for changes in the price 
structure) has approximately dou- 
bled. Under the new ten-year eco- 
nomic plan of the Japanese Govern- 
ment, the aim is to double the gross 
national product again between now 
and 1970. 

With this great economic activity, 
the stock exchange in Tokyo has also 
been very active and has seen a soar- 
ing market in the last few years. 
However, for all practical purposes, 
foreign investors have not participated 
in this boom. The reason for this is 
the very complicated and oppressive 
foreign exchange regulations which 
Japan has enforced against non- 
resident investors 

An attempt has been made by 
American and Japanese banks work- 
ing in conjunction to issue American 
Depositary Receipts for some lead- 
ing Japanese companies, thus allow- 
ing U.S. investors to participate in 
the Japanese stock market without 
incurring the cumbersome procedure 
of buying Japanese stock. With this 
in view, some relaxation in the for- 
eign exchange regulation was an- 
nounced on May 1. However, this re- 
laxation is not sufficient to solve the 
problems and would still leave a very 
difficult situation. For all practical 
purposes, it would mean that the 
market in New York on Japanese 
American Depositary Receipts would 
have to differ on each individual 
stock certificate, as a minimum time 
would have to elapse before currency 
repatriation could take place. 

While this article is being written, 
a representative of the National As- 
sociation of Securities Dealers is fly- 
ing to Tokyo, hoping to thrash out the 
difficulties referred to above with the 
Japanese foreign exchange control. 
Should the simplification of regula- 
tions be resolved, the way would be 
clear for American Depositary Re- 
ceipts to be issued in this country, 
and for the American public to par- 
ticipate in the investment opportu- 
nities existing in Japan today. 

In view of the fact that this is 
almost virgin territory for the vast 
majority of American investors, I 
intend to do no more than give a brief 
description of some of the more prom- 


inent Japanese 
companies which 
are candidates for 
the issuance of 
American Deposi- 
tary Receipts. 

The iron and 
steel industry in 
Japan is currently producing at the 
rate of about 22 million tons per 
annum. It is expected that production 
by 1970 will increase to approximately 
48 million tons. At the moment, 
Yawata Iron is responsible for about 
25°. of the total output of the coun- 
try’s iron and steel. The company 
plans to increase its production to an 
annual rate of 12 million tons by 1970, 
thus keeping at least its present per- 
centage of the total production. Ya- 
wata is by far the largest iron and 
steel producer in Japan. It has a large 
variety of products, and the manage- 
ment is aggressive and extremely 
adaptable in taking up new technical 
methods. At the present time, the 
stock sells at around 28 cents, to yield 
just under 7%. 

The second largest iron and steel 
company is Fuji. This company had 
some difficulties in the past, inasmuch 
as it concentrated too much on the 
production of pig iron at the ex- 
pense of rolled products. But this 
situation seems to have been rectified 
recently, and now a_ well-balanced 
production has been achieved. The 
stock is selling at around 24c to yield 
something under 8°. The output of 
both Yawata and Fuji would appear 
to be favorable and, with the general 
increase in business activity in the 
country, the basic steel industry 
should certainly prosper. 

Hitachi is the largest industrial 
group in Japan, and one of the very 
large enterprises in the world. It is 
interested in all types of engineering 
products, including such a wide va- 
riety as atomic generators, marine 
engines, electric cables, refrigerators, 
pocket radios, rolling stock and 
chemical products. The group's sales 
have quadrupled in the last five years, 
and it is conservatively estimated that 
production will at least double during 
the next five years. The stock sells at 
around 50c, to yield about 542%. With 
its very strong position in industrial 
Japan, and especially in view of its 
leading position in the fast-develop- 
ing electronics and atomic industries, 
it is a security well worth watching. 

Tokio Marine and Fire Insurance 
Co. sells at around 40c, to yield just 


Forses, JUNE 1, 1961 





Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi 
dends: 


ORIGINAL PREFERRED STOCK 


Dividend No. 208 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 


4.32% SERIES 
Dividend No. 57 
27 cents per share 


The above dividends are pay 
1961, 
holders of record 
Checks will be 
the Company's 
Angeles, 


able June 30, to stock- 
June 5. 
mailed from 
office in Los 
June 30. 


P. C. HALE, Treasures 


May 18, 1961 





a 


PUGET SOUND POWER 
& LIGHT COMPANY 


Common Stock Dividend 
No. 71 


The Board of Directors has de 
clared a dividend of 39c per share 
on Common Stock of Puget Sound 
Power & Light Company payable 
May 15, 1961, to stockholders of 
record at the close of business 
April 21, 1961 


J. H. CLawson 
President 








\ é 


INVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of | 
America’s well known diamond cutters. 
Pay only actual market price. 


Save From 1/3 to 1/2 Write for Catalog 46 


EMPIRE piamonp corp. 


Empire State Bldg., 5th Ave., at 34th St., N.Y. 
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under 5%. Today the company does 
a great deal of domestic underwrit- 
ing in Japan in general insurance, and 
it acts as an agent for various for- 
eign companies. Its prewar position 
in the marine business has not yet 
been fully re-established, but, bear- 
ing in mind Japan’s fast-developing 
overseas trade, this aspect of the busi- 
ness should show improvement. With 
the stock selling at approximately ten 
times earnings in a country 
expansion is taking place, it should 
certainly attract investment support 
from overseas once the foreign ex- 
change control situation is clarified. 

In the utility field, Kansai Electric 
Power is a candidate for ADRs. The 
company is one of the largest utilities 
in the country. It has a favorable rate 
position, and this aspect is expected 
to continue. At the current price of 
$1.62, the yield on last year’s divi- 
dends was 812%. 

Mitsubishi Chemical, selling at 50c, 
shows a much lower yield, at 3% 
than the other companies mentioned. 
However, the low yield is in keeping 
with the prospects of the industry. 
Part of the world-famous Mitsubishi 
Group, the company is engaged in 
the widely diversified production of 
chemicals, has ten subsidiaries and 
is happily engaged in a comprehen- 
sive fashion in developing its petro- 
chemical branch. 

When and if ADRs should be is- 
sued for Mitsubishi, one American 
share will represent ten Japanese 
shares. Consequently, the prices 
quoted above would have to be multi- 
plied ten times in order to be com- 
parative. This step was taken in order 
to lift the stock from the so-called 
“penny” class, which is held in such 
dismay in this country, but is quite 
normal and acceptable abroad. 

There is another factor which should 
make Japan an interesting field for 
investment should the exchange con- 
trol situation be clarified. Interest 
rates have been at an abnormally high 
level since the end of the war. The 
Japanese Central Bank’s re-discount 
rate reached a high of 8.4°, in 1957, 
has stood at over 7% between 1955 
and 1960. The trend now seems to be 
reversed. In January a rate of about 
612% was set. In Japan it is generally 
anticipated that it will soon fall below 
54%. 

However tempted any investor may 
be to participate in the Japanese stock 
market, he should certainly not do so 
unless and until the exchange control 
situation is clarified. Otherwise, he 
would be sitting in a more-or-less 
blocked situation, and in the event of 
circumstances forcing him to sell the 
stock before it is held for two years, 
he would be severely penalized. 
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HOW TO MAKE 
SHREWD 
SPECULATIONS 


in stocks now under $10 


Now you can get revealing reports giving 
expert analysis and opinion on investment 
bargains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
are well managed, have good earnings 
prospects, yet are overlooked by the aver- 
age investor. We specialize in the selection 
of these stocks now selling under $10. 


INTRODUCTORY TRIAL OFFER: No 
obligation. Just send name and address 
and your check for $5 for a full three 
months’ subscription. See for yourself how 
you can benefit from “hidden” stocks that 
may show unusual profits on just a small 
investment. 


Selected Securities Research, Inc. 
| Dept. F-97, Seaford, L.I., New York 
Send me your SSR reports. Enclosed is my check 
| Name 

| Address 


| City Zone State 


Enclosed is my check for $35 for a full 
year's subscription. 

Enclosed is my check for $60 for a full 2-yr 
subscription. A $10 saving! 

Enclosed is my check for $75 for a full 3-yr 
subscription. A $30 saving! 
Enclosed is my check for 

month trial subscription. 


$5 for a full 3 


(SuveR GIFT! 


BEAUTIFUL SILVER BUTTER DISH 
by F. B. Rogers with removable filigree glass 
liner. Yours for adding to or opening a new 
account in the amount of $1,000 or more. While 
they last 


HIGHER EARNINGS 


Current 
Annual Rate 


PAID FOUR 
TIMES A YEAR 


aga ALL ACCOUNTS INSURED TO 

Sram) $10,000.00 

Sc=f ASSETS OVER $175 MILLION 
Funds postmarked by the tenth of 
the month earn from the first. 


MUTUAL SAVINGS 


L oaAaAN aseeseocs 


PASADENA 


310 EAST COLORADO BLVD. 
PASADENA, CALIFORNIA 


Pw ee OS SSeS SSSee2 22 
Please open my account in the amount of 
a (Check or M.0. enclosed) 


NAME __ 


a 
STATE 
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Petroleum Shares \ 


of GROUP SECURITIES, INC. : 


A mutual fund founded in 1933, which 
offers an investment in the growth pos- 
sibilities of selected common stocks of 
the oil and gas industry. Mail this 
Advertisement. 

Name 





Address 


DISTRIBUTORS GROUP, INC. 
80 Pine Street, New York 5, N. Y. 











Weystone 


FUNDS 


For CURRENT INCOME 

C] Income Fund K1 

-] Low- Priced Bond Fund B3 

C—) Discount Bond Fund B4 
For INCOME with GROWTH Possibilities 
C) High-Grade Common Stock Fund S1 
(}) Income Common Stock Fund S2 
For CAPITAL GROWTH Possibilities 

} Growth Fund K2 

C) Growth Common Stock Fund S3 
(jLower-Priced Common Stock Fund S4 
) Keystone Fund of Canada, Ltd. 

> a For FREE Prospectus describ- 
ing any of these Funds, check above, clip 
and mail this ad with your name and 
address to Dept. G-44 


THE KEYSTONE COMPANY 


50 Congress Street, Boston 9, Mass. 
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Ty. ROWE PRICE | 
GROWTH STOCK 
FUND, INC. 


BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1%. 
Prospectus on request 


Dept. B 








at 10 Light Street Baltimore 2, Md. 
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modern 
FRANCHISING 
THE ONLY 
MAGAZINE 
i Serving this booming 
distribution method! 











6 ISSUES... . $2 
Write Dept. F 
MODERN FRANCHISING 





320 Kifth Av., N. Y. C 


THE FUNDS 


Shareholder Relations: 
BROKEN PROMISE 


Ever since the first mutual fund was 
organized in 1924, fundmen have sol- 
emnly promised their shareholders 
that they stood ready “to redeem 
shares at net asset value on any busi- 
ness day.”* Nonetheless, last month 
the pint-sized (total assets: $2.4 mil- 
lion) Townsend Growth Fund broke 
its promise to its 1,500 shareholders 
Filing a petition for voluntary re- 
organization under the Bankruptcy 
Act in Federal District Court, the 
fund asked to be released from the 
obligation to buy back its shares. 

To the best knowledge of old-timers 
in the business it was the first case in 
which an open-end investment com- 
pany had filed a petition under the 
Bankruptcy Act. The fund was not 
actually bankrupt. But the amount 
of its resources available in readily 
marketable securities, explained the 
petition, was definitely limited. Op- 
erating under a stated policy of non- 
diversified investment in so-called 
“special situations,” President Morris 
M. Townsend had sunk a hefty chunk 
of his shareholders’ cash in two deals 
—a radio station (KITE) and a Tulsa 
office building. What were the two 
properties worth? Directors have been 
unable to agree on their market value 
since last August, making it impos- 
sible to fix the price of the fund’s 
shares for public sale. Weakened by 
$1.8 million in redemptions since last 
September, the fund was down to some 
$800,000 in easily-sold stocks plus its 
two If redemp- 
tions went over this mark the fund 
would be forced to liquidate its other 
assets at sacrifice prices, thus hurting 
remaining shareholders 

Then, too, the fund was leveraged 
with debt. Banging loudly at Towns- 
end’s door was principal creditor, 
Irving Trust Co., which wanted pay- 
ment of a $300,000 note. Agreeing with 
the fund's petition, the court appointed 
a trustee to untangle the mess. 

Back Seat Driver. No secret to fund- 
men was the fact that the Securities 
and Exchange Commission had been 
an insistent back driver in the 
matter. Scarcely a week earlier, the 
S.E.C. had brought suit against the 
Townsend Corp. of America, the 
Townsend Management Co. (distribu- 
tor and advisor for the fund), as well 
as Morris Townsend himself and eight 


“special situations.” 


seat 


*However, the law does permit funds to 
suspend redemptions during trading “emer- 
gencies”’ or whenever asset value cannot be 
determined 


other directors of the two companies. 
In addition to charging them with 
“gross misconduct and gross abuse of 
trust” and the mailing of false reports, 
the S.E.C. was especially riled over 
the way that the two companies had 
allegedly acted as investment com- 
panies without registering as _ such. 
Fearing the news might cause share- 
holders to swamp the fund with re- 
demptions, the S.E.C. used an ounce 
of prevention and had prodded Towns- 
end to file for reorganization. 

The whole matter was terribly em- 
barrassing. But it was not Townsend's 
first bout with the headlines. Just last 
year he made the news with an un- 
successful proxy fight for control of 
the St. Louis based Managed Funds. 
“Mr. Townsend is—Mr. Townsend,” 
sighs George K. Whitney, President of 
the National Association of Invest- 
ment Companies. “There’s nothing 
illegal about it,’ he adds, “but you 
might say, as we say in Boston, that 
he didn’t follow the prudent 
rule.” 


man 


Sales Strategy: 
INTO THE FRAY? 


WHILE THEIR commission-charging 
competitors have bid loudly for the 
investor's dollar with TV spots, sales 
brochures and armies of doorbell 
ringers, the so-called “no-load” mu- 
tual funds lagged in the sales race 
“Managing investments is one busi- 
ness,’ explains Imrie de Vegh (presi- 
dent of de Vegh Investing Co. and de 
Vegh Mutual Fund), “selling securi- 
ties is another. We happen to be in 
the former.” 

Recently, however, it appears that 
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DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


P.O. Box 1-3100 ¢ MIAMI, FLORIDA 


A quarterly dividend of 25c 
per share has been declared 
on the Common Stock of the 
Company, payable June 20th, 
1961 to stockholders of record 
at the close of business on 
May 26th, 1961. 


ROBERT H. FITE 
President 


mo 
Florida . . . Unexcelled 
Climate for Business and Industry! 


GROW TH 


INDUSTRY 
SHARES, Inc. 


—a Mutual Fund investing in 
stocks selected for possible 
long-term growth 

Priced at Net Asset Value per share plus 3% 
on investments under $2,000, and down to 
1% on investments of $25,000 or more. Re- 
demption and reinvestment at 100% of Net 


Asset Value. 
Ask for a prospectus 


Fund—reviewing 
its objectives, its record, its in- 
vestments, and offering its shares. 


describing the 
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Growth Industry Shares, Inc. 

6 North Michigan Avenue, 

Suite 1000-D, Chicago 2, Illinois 
Without obligation please send me a copy 
of the prospectus describing your Fund. 


Name — 


Address 


- Zone State_ 





| the stock market. 
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| at least a few of the no-load funds, 


including de Vegh’s. have been acting 
more like salesmen. De Vegh recently 
told the shareholders of his two funds 
that he was at work on a plan to offer 
accumulation plans combining fund 
shares with term life insurance. As 
in other such plans, if the share- 
holder should die his beneficiaries 
would receive a full, paid-up in- 
vestment in the fund. This insur- 
ance feature is one of the big selling 
points for the mutual fund contractual 
plans, but de Vegh would be the first 
no-loader to offer such a deal. Said 
de Vegh, “We feel we have to give the 
investor what everybody else can give 
him.” Adds he: “What we can’t make 
available is the sales promotion which 
costs 842%.” 


Sales: 
POURING IT IN 


ALTHOUGH not yet official, it is no 
secret that one day last month the 
combined assets of the U.S.’ 200 or 
so mutual funds finally sailed across 
the $20 billion mark. At the end of 
April, official figures show, the com- 
bined assets of the 160 members of 
the mutual fund trade association ap- 


.proached $19.8 billion. A strong mar- 


ket and continuing high sales cer- 
tainly tacked another half-billion or 
more onto that figure. 

Sales of new shares in April hit 
$235 million, following March sales of 
$263 million—biggest single month in 
fund history. Not even record high 
redemptions of old shares had been 
able to keep the tide of new money 
from rising in fund treasuries this 
year. By May, more than half a bil- 
lion dollars in new money had passed 
through fundmen’s hands. 

Clearly, then, mutual funds are 
swinging more weight than ever in 
With no less than 
80% of the funds’ total assets going 
into common stocks, the funds have 


| generated, on average, more than $5 


million in new buying power every 
single trading day so far this year. 
With an average share of stock on the 
Big Board selling for some $53, it 
could be argued that the mutual funds 
account for 100,000 shares or so of 
buying orders each trading day. 
With daily trading averaging around 
five million shares, that might not 
seem very large. But remember that 
this is just the funds’ net new buying 
power. It does not take account of 
money that results from the liquida- 
tion of other common stock holdings. 
For such reasons, although they 


| dearly love to minimize their impact 
| on the stock market, it is increasingly 


difficult for the funds to do so. 





Before You 
BUY * SELL* HOLD 
Check the facts first 

in this 12-Year 


1949-1960 
STOCK 
RECORD 
BOOK 


You can’t make wise investment de- 
cisions in this market unless you 
know a stock’s per-share perform- 
ance over past years. 

This REcoRD BooK gives you the 
year-by-year facts and figures for 
every issue listed on the N. Y. Stock 
Exchange. You get at a glance: 


1949-1960 | ° PRICE RANGE 


@ DIVIDENDS 
Each Year's: | «STOCK SPLITS 


e EARNINGS* 
*1960 earnings as available 
up to publication 


ADDED FEATURE: 12-Year Rec- 
ord of the leading Mutual Funds, 
each year’s: Prices—Capital Gains 
—Investment Income—Net Asset 
Value—Sales Charges. 











Enter your Special 6-months’ Trial 
Subscription to FINANCIAL WORLD'S 
complete investment service at $12 
and receive the 12-Year Stock Rec- 
ord Book FREE. Your $12 buys: 26 
weekly issues of FINANCIAL WORLD; 
6 monthly supplements of “Inde- 
pendent Appraisals” rating listed 
stocks; Advice-by-Mail privilege 
each week; the 320-page “Stock 
Factograph” Manual (Reg. $5)... 
PLUS the 12-Year Stock Record 
Book. (Additional savings—all the 
above for a full year for only $20.) 
Take your choice but order today. 
Supply of Record Book limited. 


eeeeeees Our 59th Year seeananag 


FINANCIAL WORLD, Dept. Fe-61 
17 Battery Place, New York 4, N. Y. 


For payment enclosed, please ente? my order 
for: 


] copies of your new 1949-1960 Stock Record 
Book at $1.95 each 
6-months’ trial subscription to FINaNctal 
Worvp’s complete investment service in 
cluding Stock Record Book—all for $12 


}1 year’s subscription, including all of the 
above—for only $20 
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New York, May 17, 1961 


DIVIDEND NOTICE 


Regular quarterly dividend of $1.75 per share on the Preferred 
Stock and regular quarterly dividend of $.55 per share on the 
outstanding Common Stock of P. Lorillard Company have been 
declared payable July 1, 1961, to stockholders of record at the 
close of business June 2, 1961. Checks will be mailed. 


G. O. DAVIES 


Vice President and Treasurer 
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E.1. DU PONT DE NEMOURS & COMPANY 


UPON 


Wilmington, Del., May 15, 1961 

















The Board of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
a share on the Preferred Stock——$4.50 
Series and 87'/2¢ ashare on the Preferred 
Stock—-$3.50 Series, both payable July 
25, 1961, to stockholders of record at 
the close of business on July 10, 1961; 
also $1.50 o share on the Common Stock 
as the second quarterly interim dividend 
for 1961, payable June 14, 1961, to 


stockholders of record at the close of 
business on May 22, 1961 








P. S. pu PoNr, Secretary 

















TEXAS GULF 
SULPHUR 
COMPANY 


159th Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capitol stock outstending and entitied 
to receive dividends, payable June 15, 
1961, to stockholders of record at the 
close ef business Moy 29, 1961. 
HAROLD B. KLINE, 
Secretary 














TEXAS PACIFIC COAL AND OIL COMPANY 
ote, 

> 

. 
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Cash Dividend 
No. 207 
June 2, 1961 


° * 
* 
*aas*” 


At the regular annual meeting held April 19, 
1961, the Board of Directors declared a regu- 
lar quarterly cash dividend of 30 cents a share, 
payable June 2, 1961, to shareholders of record 
at the close of business May 11, 1961. 


By J. 1. Norman, Secretary 














ASL DETROIT 
STEEL 
LOE PORATION 


COMMON STOCK DIVIDEND NO. 125 
A quarterly dividend of 25 cents a 
share, declared April 28, 1961, is pay- 
able June 15, 1961 to holders of record 
at the close of business June 1, 1961. 
R. A. YODER 
Vice President—Finance 
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ber is one of the interesting, better 
yielding stocks. The first quarter this 
year was a poor one for the company, 
with earnings reflecting price com- 
petition and the reduction in new car 
production. With a first-quarter sales 
decline to $219.6 million from 1960's 
$254 million, earnings dropped to 68c 
a share (moderately above the 55c 
quarterly dividend rate) compared 
with $1.51 in 1960’s first quarter 
The company has announced plans to 
spend about $30 million for modern- 
ization and expansion this year, as 
well as $10 million in its joint venture 
with the Borden Co. and its interest 
in a major chemical project in the 
Argentine. At this stage of the mar- 
ket, U.S. Rubber appears to have a 
good potential, and management is 
pointing to a possible sales target of 
$1.6 billion by 1970 vs. sales last year 
of under a billion dollars. 

The market for oil issues almost 
looks as though it were awaiting a 
conclusion of the Honolulu Oil sale 
to Standard Oil of Indiana and Tide- 
water. If this proceeds without a 
hitch, it may well rekindle an interest 
in the independent producing com- 
panies, particularly in such issues as 
Amerada Petroleum Corp., Superior 
Oil of California, Texas Gulf Produc- 
ing and Argo Oil Corp. 

Food shares have enjoyed a good 
upturn. Some of the stocks in the 
group are selling at rather high price 
earnings ratios. I rather favor Stand- 
ard Brands at this time, feeling that 
this issue is selling at a more reason- 
able ratio than most in the group. 

Issues in the building group still 
appear attractive. Bestwall Gypsum 
Co. could be one of the more inter- 
esting situations in this category. The 
company has concluded some agree- 
ments with Johns-Manville which 
could be beneficial to both organiza- 
tions. Bestwall is one of the three 
major producers of gypsum board, an 
industry which returns good profit 
margins. The product is widely used 
in residential building. 

In the drug group, Sterling Drug 
continues to be one of the more at- 
tractive issues, with the company still 
favored by a progressive earnings 
trend in its ethical and proprietary 
drugs. There is long-term attraction 
in Sterling’s Zimmerman process. 

All in all, the market is not going 
to be a one-way street, but there is 
no indication of a serious deterioration 
of the market’s technical position. I 
would feel that for the months ahead 
a policy of switching from more exotic 
issues into more representative shares 
would be a good one. 
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aluminum engines in the service field. 
2) Heli-Coil is in the process of sign- 
ing a cross licensing agreement with 
Western Electric to use the fasteners 
on telephone boards. 

In my opinion, management has 
done an excellent job of keeping con- 
trol of costs and consolidating the 
two organizations. With Heli-Coil 
discovering many new applications 
for its products, and the economy 
having turned the corner, fiscal 1961- 
62 could be a much better year. 

Siegler Corp. (around 30) could be 
approaching a “big year” in the fiscal 
year which starts July 1. Matter of 
fact, the momentum now being gen- 
erated could make it one of the best 
years in the company’s history. For 
one thing, while this is the seasonal 
low in the company’s commercial di- 
visions (TV and heating don’t nor- 
mally pick up until the fall), these 
divisions should do better in the com- 
ing fiscal year. And this is two thirds 
of volume. Secondly, the recent FCC 
decision on FM stereo should be an 
important plus to the Bogen division 
(hi-fi apparatus) and the Olympic 
Radio division. The latter accounts 
for over 30% of the three-way set 
market (TV, radio and phonograph). 
Thirdly, there are definite signs that 
the company is gaining a foothold in 
important new missile programs. As 
a result, military business which will 
represent about 35° of current fiscal 
year volume could approach the 40° - 
45°. level next winter. In view of the 
much improved outlook, I think Sieg- 
ler is an interesting long-term specu- 
lation even though current fiscal year 
profits may be less than $1.50 pei 
share. 

The market recently has been plac- 
ing a better label on International 
Harvester (around 53, paying $2.40), 
and properly so, in my opinion. Sure, 
Harvester has been little more than 
a lumbering giant for a number of 
years. But I’m impressed with the 
prospect that, by next summer, the 
company will have completed a pro- 
gram of consolidating farm equipment 
production (35° of sales) in its most 
modern and efficient factories. The 
very substantial cost savings which 
will result point to a better year in 
1962 than in 1961. Despite a dismal 
first quarter, this year’s earnings may 
approach last year’s $3.40 per share. 
With 45°. of the company’s sales in 
trucks and 13° in construction equip- 
ment, Harvester is more a beneficiary 
of industrial recovery than of the 
upturn in farm income, a fact which 
already has been reflected in sales. 
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Although the group has been a no- | 


table laggard up to now, I think an 
important move is in prospect for 
the rails. For one thing, this is one 
of the few groups where yields of 5%- 
6% can be obtained. Secondly, in this 
period where stocks keep being “re- 
discovered,” I suspect that the institu- 
tions suddenly will become alert to 
the fact that the rails are a natural 
business recovery candidate. Sure, 
earnings have been poor thus far this 
year, what with bad weather and the 
lagging heavy goods recovery. But 
the industry is steadily becoming more 
efficient and the coming wave of 
mergers will eliminate duplicate fa- 
cilities and thereby lower costs. In 
my opinion, Illinois Central (around 
40, paying $2 and in a position to 
earn $4 per share this year) is a 
“safe” speculation. 

Miehle-Goss-Dexter may be a very 
interesting long-term speculation on 
the graphic arts business, even though 
its now around 42 as against 31 at 
the time of my original recommenda- 
tion. For one thing, the backlog at 
the Goss division (which makes news- 
paper and magazine presses) now is 
reported to be higher than ever be- 
fore. Secondly, the backlog in the 
company’s English subsidiary has in- 
creased to 3% years and the plant is 
now being expanded. Thirdly, orders 
have improved in heretofore lagging 
divisions. All of which means that 
1961 sales and earnings should be 
about the same as last year (when 
$3.57 net per share was reported), 
even though there will be new prod- 
uct introductory costs. Incidentally, 
Miehle has a profitable electronics 
subsidiary and is working on an opti- 
cal scanner for making color plates. 

True, the home runs this summer 
will be hit only by companies which 
can capture popular attention as well 
as show earnings dynamics. But these 
requisites are more likely to go hand- 
in-hand today than they did six 
months ago, when the success stories 
were fewer. For one thing, everyone 
now is attuned to the economic facts 
of life. The financial pages are almost 
as popular reading as the sports pages. 
Secondly, the search for value has 
been intensified by the rarefied prices 
which now are commanded by past 
favorites. Thus, a well-rounded busi- 
ness recovery could have unexpected 
internal market impact. 

In short, it’s my belief that the 
stocks with a story that might make 
headlines are of a different type than 
those which captured attention in past 
months. While a number of things 
disturb me, I’m comforted by the 
fact that a major market top has never 
been seen so soon after business bot- 
tomed out. 








Public Service Electric 
and Gas Company 


NEWARK.N. J. 























QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending June 
30, 1961: 
Class of Dividend 
Stock Per Share 
Cumulative Preferred 
4.08% Series . . . . $1.02 
4.18% Series .... 1.045 
4.30% Series .... 1.075 
5.05% Series .... 1.2625 
5.28% Series .... 1.32 
$1.40 Dividend 
Preference Common . 35 
Common... eae .50 


All dividends are payable on or 
before June 30, 1961 to stock- 
holders of record May 31, 1961. 


J. IRVING KIBBE 
Secretary 
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COMMON STOCK DIVIDEND 


CONSECUTIVE 
QUARTERLY PAYMENT 


The Board of Directors 

of Seaboard Finance Com 

pany declared the regu 

lar quarterly dividend of 

25 cents a share on the 

common stock, payable 
July 10, 1961 to stockholders of record 
June 22, 1961 


PREFERRED STOCK DIVIDENDS 


The Board of Directors also declared 
preferred dividends at the regular 
quarterly rate of $1.1834 a share on 
the $4.75 sinking fund preferred, $1.25 
a share on the $5.00 sinking fund pre 
ferred, $1.56% a share on the $6.25 
sinking fund preferred, all payable 
July 10, 1961 to stockholders of record 
june 22, 1961 


April 27, 1961 


GEABUARL 


FINANCE COMPANY 





Edward L. Johnson 


A quarterly dividend of forty (40) 
cents per share for the second quarter 
of 1961 has been declared on the com- 
mon stock, payable June 9, 1961 to 
stockholders of record at the close of 
business on May 24, 1961. 


Drewrys Limited U. S. A. Inc. 
South Bend, Indiana 


T. E. JEANNERET, 
Secretary and Treasurer 
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THE “HOW” 
AND “WHY” 
OF 


FORBES SECURITIES 
MANAGEMENT 


Today, careful investors must ana- 
lyze a great mass of financial data 
to obtain the minimum degree of 
knowledge necessary to hold sound 
investments and to make new 
commitments. As a result, those 
not having access to this intensive 
research sometimes find themselves 
with a badly unbalanced list of 
securities. Because of the uncer- 
tainties in today’s volatile market, 
they may completely overlook at- 
tractive new investment oppor- 
tunities or fail to take profits at the 
proper time. 


The responsibilities of money man- 
agement are further complicated 
by the fact that in many cases you 
HAVE NO WAY OF KNOWING 
WHETHER YOU ARE ACTING 
ON THE VERY LATEST INFOR- 
MATION! 


It is for the investor with a port- 
folio valued at $50,000 or more, 
who does not have the time nor the 
necessary experience to cope with 


SEND FOR BOOKLET—NO OBLIGATION 


Forbes Securities Management Inc. 


70 Fifth Avenue, New York 11, N. Y. 


Gentlemen 


I would like to learn more about the services of Forses 
SECURITIES MANAGEMENT. Will you kindly send me without 
obligation complete details? My present investments are 
stein A ae ae oe 

available for 


valued at approximately $ 
ditional §$ in cash 


Name = 


the complex problems of money 
management, that FORBES SE- 
CURITIES MANAGEMENT was 
established. The entire resources 
and experiences of the 44-year-old 
FORBES organization are made 
available to investors through this 
Division. Here, each account is 
given expert and thorough analysis 
and constant supervision directed 
toward reaching the individual 
financial goal of the investor. Your 
account is immediately assigned to 
an experienced FORBES Invest- 
ment Manager who sends you reg- 
ular reports on your portfolio and 
whom you may consult by letter, 
by telephone or telegram, or by 
personal visit at any time. 


To learn more about the scope and 
purpose of this outstanding service 
—how it is organized, how fees are 
determined, how our highly skilled 
staff takes the initiative in making 
recommendations—send today for 
your FREE copy of our descriptive 
booklet. 
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pleted. Yield on the annual dividend 
is 5.4. 

General Portland Cement, recom- 
mended here some years ago, was 
formed in 1947. At that time the 
company’s total producing capacity 
was around 8 million barrels. Today, 
it is one of the largest producers in 
the industry, with a total rated annual 
capacity of 25.5 million barrels. By 
the year-end, as a result of the com- 
pletion of its Tampa plant, total 
capacity should approximate 28.5 
million barrels. In addition, General 
has about the lowest cost operation 
of all cement companies. 

The major portion of the company’s 
capacity is located in the rapidly 
growing areas of the South and South- 
west. In 1959 a move was made to 
include midwest markets when the 
company acquired Consolidated Ce- 
ment. Ten producing plants are in 
production and are highly efficient 
and modern. The company is one of 
the few cement manufacturers still 
expanding and improving facilities, 
and it is expected that future sales 
and earnings will benefit from this 
policy. 

Sales have grown _ impressively 
from $21.3 million in 1949 to $67.2 
million in 1959. Income during the 
period more than doubled to $2.27 per 
share. Sales in 1960 declined to $58.8 
million and earnings to $1.87 per 
share. For 1961, sales and earnings 
are estimated at $62 million and $1.95- 
$2 per share. Finances are strong. 
As of the 1960 year-end, net working 
capital amounted to $22.3 million, and 
the current ratio was about 4 to 1 
Capitalization consists of $10.1 mil- 
lion and 5.3 million shares of com- 
mon stock. The company, along with 
most others in the industry, elected to 
settle all open tax years prior to 1961 
on the basis of kiln-feed cut-off, 
which is the method of computing de- 
pletion that went into effect the first 
of this year. This liability cost the 
company $6 million, but was settled 
without impairing either its strong 
financial condition or the expansion 
program. 

The current outlook for the indus- 
try, and General Portland in particu- 
lar, appears satisfactory, and the stock 


| ought to be a good one to own for in- 
| come 
| Price range since 1959, 43-32; recent 


and long-term appreciation. 


price, 36. Indicated annual dividend, 
$1.35. 

A newcomer to this column, Peer- 
less Tube Co. (traded over-the- 
counter), was incorporated in 1904 
and is a leading manufacturer of col- 
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lapsible metal tubes and aerosol con- 
tainers which are sold under the 


trademark “Peerasol” for the follow- | 
toothpaste, hand creams, | 


ing uses: 
cosmetics, insecticides and many oth- 
ers. The company’s customers in- 
clude some of our most important 
industrial companies, such as, Avon 
Products, Mennen Products, Lederle 
Lab., Colgate, White Lab., Squibb, 
Ronson, Revlon, etc. 

Perhaps the most interesting fea- 


ture about the company’s business is | 


the fact that its products are of the 
disposal type and must be replaced, 
hence assuring a growing market. In 
addition, management is continually 
seeking out new uses for its products 
and, in this connection, believes that 
many specialty foods could be packed 
in tubes, such as mustard, ketchup, 
preserves, sandwich spreads and but- 
ter. The greatest new market for 
aerosol containers appears to be in the 
drug and pharmaceutical fields, which 
in due time could prove to be ex- 
tremely important to future sales and 
earnings. Indeed, during the last 
year or so, five or six top pharmaceu- 
tical manufacturers have selected the 
“Peerasol” for their products. 

The company’s production facilities 
have been improved during the last 
year or so; early in 1960, two auto- 
matic production lines for aluminum 
aerosol containers and _ collapsible 
tubes were installed. Increased effi- 
ciency and higher production is ex- 
pected to result. Production facilities 
and contacts are held abroad, and 
licensee arrangements with American 
Can and several others have been 
established in this country to produce 
‘“Peerasols” as the market expands. 
Sales and earnings have been favor- 
able for some years, having risen from 
$3.5 million and 12c per share, re- 
spectively, in 1956, to $5 million and 
26c per share, respectively, in 1960. 
As of last December, the ratio of cur- 
rent assets to current liabilities was 
almost 3 to 1. Capitalization consists 
of $176,000 in funded debt and 450,000 
shares of common stock. Current an- 
nual dividend, 16c. The stock, now 
around 9, vs. a price of 4 early in 
January, is recommended only as a 
low-priced speculation. It could prove 
to be a good one over the long pull, 
particularly if the food or drug and 


pharmaceutical industries effect new 


uses for the company’s products. 
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Puffing Profits. Long the pace-setter in profitability among U.S. tobacco com- 
panies, R.J. Reynolds has latterly emerged as the sales leader as well. To see 
how Reynolds’ management plans to hold that top spot, see Forses next issue. 
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TH 0 U ¢ HTS BUSINESS OF LIFE 


Make it thy business to know thy- 
self, which is the most difficult lesson 
in the world. —MIGUEL DE CERVANTES. 


When the satisfaction or the secu- 
rity of another person becomes as 
significant to one as is one’s own sat- 
isfaction or security, then the state 
of love exists. So far as I know, unde: 
no other circumstances is a state of 
love present, regardless of the popu- 
lar usage of the word. 

—Harry Stack SULLIVAN. 


No man can answer for his courage 
who has never been in danger. 
—La ROcHEFOUCAULD 


In these days of nuclear energy can 
the earthenware lamp of the poet 
still suffice? Yes, if its clay reminds 
us of our own. —Srt. JoHN PERSE 


Good will is the one and only asset 
that competition cannot undersell no: 
destroy —MArSHALL FIELp. 


Fire is the test of gold: adversity, 
of strong men. —SENECA. 


The individual who is best prepared 
for any occupation is the one whose 
intelligence has been so well trained 
that he is able to adapt himself to any 
situation, and whose point of view has 
been so humanized by his education 
that he will be a good person in any 
job or calling. These qualities are the 
result only of a liberalizing education. 

—MortTIMER SMITH. 


More than half the difficulties of 
the world would be allayed or re- 
moved by the exhibition of good 
temper. —Sir ArtHur HE ps. 


The safest way to double your 
money is to fold it over once and put 
it in your pocket. —Ken Husparp. 


Give me the serenity to accept what 
cannot be changed; give me the cour- 
age to change what can be changed. 
And the wisdom to know one from 
the other. —REINHOLD NIEBURR. 


Laws are not invented; they grow 
out of circumstances. —AZARIAS. 


I believe in reverence for the beauty 
and preciousness of earth, and a sense 
of responsibility to do what I can to 
make it a habitation of health and 


plenty for all men. —HeELen KELLER. 
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Counting time is not so important 
as making time count. 
—James J. WALKER. 


As for social pleasures, one of the 
highest enjoyments is agreeable com- 
pany and good conversation, and I 
especially like men, women and chil- 
dren. —WIL.L1AM Lyon PHELPS. 


The science of today is the tech- 
nology of tomorrow.—Epwarp TELLER. 


The only thing necessary for the 
triumph of evil is for good men to do 
nothing. —EpMUND BURKE. 


B. C. FORBES 


The ordinary mortal’s best 
satisfaction comes from the con- 
sciousness of having done a 
good, honest, helpful day’s 
work. Only service yields true 
satisfaction. Selfishness is sui- 
cidal. Twenty-four carat happi- 
ness springs from _ helping 
others. 


Man’s silence power is equal in 
importance to his word power. 
—WILLIAM JAMES. 


Unhappy businessmen, I am con- 
vinced, would increase their happi- 
ness more by walking six miles every 
day than by any conceivable change 
of philosophy. —BerErTRAND RUSSELL. 


Custom may lead a man into many 
errors, but it justifies none. 
—Henry FIELpINc. 


Cynics are only happy in making 
the world as barren to others as they 
have made it for themselves. 

—GEorGE MEREDITH. 


It is foolish to try to live on past 
experience. It is very dangerous, if 
not a fatal habit, to judge ourselves 
to be safe because of something that 
we felt or did twenty years ago. 

—Cnartes H. SpurGEON. 


Every pundit now in practice has, 
and has been volubly expounding, his 
own explanation of wherein the 
American people have gone wrong, 
and they are beginning to be a bore. 
A really persuasive formula for go- 
ing right indubitably would startle 
and delight the country. 

—GEeErRALD W. JOHNSON 


All business proceeds on beliefs, or 
judgments of probabilities, and not on 
certainties. —Cnar.es W. ELio1 


He who knows only his own side ot! 
the case knows little of that. 
—JOHN STUART MILL 


Reading is the only enjoyment in 
which there is no alloy. It lasts when 
all other pleasures fade: and will 
support you when all other resources 
are gone. —ANTHONY TROLLOPE 


If you have always done it that 
way, it probably is wrong 
—Cnartes F. KetreriInc 


If you want to know whether you 
are destined to be a success or a 
failure in life, you can easily find out. 
The test is simple and infallible. Are 
you able to save money? If not, drop 
out. You will lose. —James J. HILi 


It is always easier to believe than 
to deny. Our minds are naturally 
affirmative. —JOHN BurrouGHS. 


We stand on a pyramid raised by the 
cumulative efforts of the countless 
generations who have gone before, 
and, in our conceit, imagine that we 
are taller. —Leon L. WaTTERS 


Minds are like parachutes—they 
only function when open. 
—Srr James Dware. 


A true man never frets about his 
place in the world, but just slides into 
it by the gravitation of his nature, 
and swings there as easily as a star. 

—E. H. Cuapin. 


I am glad to have lived at this time. 
—ApDLAI STEVENSON. 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by Carl Zimmerman, Win 
ter Park, Fla. Jhat’s your fa- 
vorite text’ A Forbes book is pre 
sented to senders of texts used. 


The liberal soul shall be made fat: and 
he that watereth shall be watered also 
himself. 


—PROVERBS 11:25 
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From left to right: Milton Cross, the “Voice of Opera” Senior Vice President of Texaco Inc., at the luncheon 
— and announcer for Texaco’s Metropolitan Opera meeting of the Radio and Television Executives Soci- 
Broadcasts; Chet Huntley, famous newscaster of the ety of New York, April 18, 1961—when presentations 
Texaco Huntley-Brinkley Report ; MarionJ.Epley,Jr., were made of the highly coveted Peabody Awards. 


Texaco News and Opera programs win Peabody Awards! 


BOTH the Texaco Huntley-Brinkley Report (TV) Award for the Texaco-Metropolitan Opera Radio 
and Texaco’s Metropolitan Opera Broadcasts Network for outstanding public service 1960, 
(radio) receive the coveted George Foster Peabody Administered by the University of Georgia, the 
Awards! This is the first time that two regularly- Peabodv Awards are widely considered the most 
scheduled programs, sponsored by the same organi- significant of all citations for excellence in the 
zation, have been winners in the same year. broadcasting industry. 

Chet Huntley, shown above, accepts the Peabody Weare proud to be the sponsor of two award-win- 


Award for the best television news program of ning programs—and weare grateful toall who made 


1960. Mr. Epley of Texaco accepts the Peabody these achievements possible. TEXACO inc. 





Republic has just dedicated its newest contribution to the space age, the Paul Moore 
Research and Development Center. >>» This is the only fully integrated research com- 
plex engaged in every vital area of space investigation. 


Eight laboratories comprise the Center: Space Environment and Life Sciences, 
Re-Entry Simulation, Fluid Systems, Guidance and Control Systems, Materials Devel- 
opment, Nuclear Radiation, Electronics, and Wind Tunnels. 


Man is now ready to probe further into the larger, unknown vastness of space.We believe 


that he must search for ways, not to conquer space, but to use it. >>» The biggest 
job of Republic's new R&D Center is to help him in this search. 
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